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This girl is a weight watcher eight hours a day 


The laboratory technician above spends her 
whole day weighing cigarettes in the Re- 
search Laboratory of The American Tobacco 
Company. 

Strange as it seems, her job helps guard the 
taste of these cigarettes. You see, a cigarette 
that’s too light would burn fast and hot; one 
that’s too heavy would draw hard, altering 
the taste. 

So, hundreds of cigarettes are checked every 


day on precision automatic laboratory scales. 
And even though it takes more time, each 
cigarette is given a separate weighing (see 
inset). Results are carefully recorded so con- 
trol can be maintained on all production 
lots. 

This laboratory test is one of hundreds 
performed every day in the week. It’s another 
good reason for the superior quality of The 
American Tobacco Company’s cigarettes. 


FIRST IN CIGARETTE RESEARCH 


LUCKY STRIKE - PALL MALL + HIT PARADE - HERBERT TAREYTON - FILTER TIP TAREYTON 
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publishes The Magazine of Wall Street and Business Analyst, issued 
bi-weekly, and The Investment and Business Forecast, issued weekly. 
Neither the Ticker Publishing Company nor any affiliated service or pub- 
lication has anything for sale but information and advice. No securities or 
funds are handled under any circumstances for any client or subscriber. 





Trend of Events 

As I See It! 
By John Cordelli 

Market Weighs Inflation vs. Business Activity 
By A. T. Miller 


[f Disarmament Comes 
By Howard Nicholson 


2 Industrial Giants — International Nickel — International 


Paper 


By Caleb Fay 

Concrete Results of Automation Beyond Labor-Saving 
By Ward Gates 

Inside Washington 
3y “Veritas” 

As We Go To Press 





CONTENTS 


Private Investment Abroad Superior to Foreign Aid 


By John H, Lind 


Bank Stocks as Investments To-Day 
By R. W. Burnside 


Mid-Year Appraisal of the Food Processors 


By Vernon Savage 


Sugar Industry Spurred By World Demand 
By J. C. Clifford 


As Tobaccos Face The Second Half 
By Wade Johnson 


Beverage Companies Adjust to Fluid Conditions 


By John D. C. Weldon 
For Profit and Income 


Business Analyst and Trend Forecaster 
Answers to Inquiries 
Keeping Abreast of Corporate Developments 


Cove ; Photo ~ 
Photos Pages 516-517 - 


Courtesy International Paper Company 
Courtesy E. W. Bliss 


0. 


ne) 
-) 
eo) 





Copyright 1957, by the Ticker Publishing Co. Inc., 90 Broad Street, New York 4, 
c 


N. Y. 


G. Wyckoff, President and Treasurer; Arthur G. Gaines, Secretary. The information herein 


is obtained from reliable sources and while not guaranteed we believe to be accurate. 


Single 


copies on newsstands in U. S. and Canada, 85 cents. Place a standing order with your news- 
dealer and he will secure copies regularly. Entered as second-class matter January 30, 1915, 
ot P.O. New York, Act of March 3, 1879. Published every other Saturday. 
SUBSCRIPTION PRICE—$20.00 a year in advance in the United States and its possessions. 
Pan-American, Canadian and Foreign Postage, $3.00 additional per year. Please send Inter- 
national Money Order or United States Currency. 
TO CHANGE ADDRESS — Write us your name and old address in full, new address in full 
and get notice to us three weeks before you desire magazine sent to your new address. 
EUROPEAN REPRESENTATIVES — International News Co., Lid., Breams Bidg., London E. C. 


4 England. 


Cable Address — Tickerpub 



































1957 





































45,000 Ibs. of smoking slabs —in 
a hurry! —show how alert industry 
is using mass-handling as a vital 
part of mass production, to achieve 
mass savings. For your own bo- 
nanza, look carefully at your 
Materials Handling—then talk to 
Headquarters: CLARK. 


Clark Equipment CLa 4 
Company 


Buchanan, Michigan. Mah ' TE J Utd, be 








TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 50 cents per share on the 10,020,000 
shares of the Company’s capital stock out- 
standing and entitled to receive dividends, 
payable September 16, 1957, to stockhold- 
ers of record at the close of business August 
23, 1957. 

E. F. VANDERSTUCKEN, JR., 


+ 





AREA RESOURCES BOOK 


exploins why the 
crea we serve 
offers so much 
opportunity 
to industry. 


Write for 
FREE 
copy 

Box 899, 

Dept. $, 

Solt Loke 
City 10, 

_ Utoh 

UTAH POWER 

& LIGHT CO. 
Serving in Utah - Idaho 
Colorado - Wyoming 
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Petroleum Research in an orange grove 


In the heart of Southern California’s 
orange country, tomorrow is taking 
form. Last fall, after leveling most of 
a twenty-acre orange grove, Richfield 
completed its new Research and 
Development Laboratories. 


Designed to keep pace with Rich- 
field’s steady growth, this multi- 
million dollar project at Anaheim, 
California, houses the most advanced 


laboratory equipment obtainable. 








Here, scientists and engineers carry 
on an unending search for new ways 
to improve fuels, lubricants and 
petroleum refining techniques. They 
seek also for new and better petro- 
chemical products, for petroleum 
technology is one of man’s most 


swiftly advancing frontiers. 


Richfield is proud of the substan- 
tial contributions its people are mak- 


ing to progress in this field. 


The Far West—where the 
name Richfield stands for 
the best in petroleum 


WASH 
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RICHFIELD «a leader in Western Petroleum Progress 
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The Trend of Events 


EXIT THE PROGRESSIVE CONSERVATIVES . . . Wash- 
ington is experiencing a slow-but-sure transition 
with conservatism on the decline, apparently for 
lack of militant champions. Departures from the 


' Executive Department are becoming more numerous 


and replacements seem to lack the common ingredi- 
ent that brought together the Cabinet, sub-Cabinet, 
and departmental leadership of the first years of 
Dwight Eisenhower. The Supreme Court of the 
United States has been turning out opinions that 
are baffling to laymen, disturbing to lawyers, and 
extremely disconcerting to Congress and law en- 
forcement agencies. 

And now the Cabinet of Progressive Conserva- 
tives is falling apart. It is customary for Cabinet 


| oficers to remain with the President during the 


first term. After that the non-professional politi- 


} clans among them ask, and are permitted, to return 
| to private affairs. Ike has been fortunate in having 
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| phases of Government opera- 
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| vert (Texas style) to Repub- 
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a Cabinet almost devoid of career politicians, dedi- 
cated to his crusade. But the break has come with 
retirement of Treasury Secretary George M. Hum- 
phrey. With him will go Rowland Hughes, Director 
of the Budget. Together they 


suggest that a return to the programs of John Snyder 
is ahead, but it is to note the possibility that Hum- 
Phrey will be missed. 

It is no secret that the Taft influence, which was 
spotted through the Eisenhower official family in 
the earlier years, is largely waning. And now with 
the retirement of John B. Hollister, director of the 
International Cooperation Administration, one-time 
law partner of Senator Taft and all-time political 
exponent of Taft ideals—the last of the Taft bloc 
is giving up high position in Washington. Strong 
Eisenhower supporters want to go it alone and 
“Taftites” are in a mood to let them. 

In politics other shifts are taking place as well 
—for Congress has fallen into ways identified more 
with Roosevelt-Truman thinking than with Ike’s. 
There are no 1958 coat-tails in sight and the roll 
calls suggest many of the GOP persuasion believe 
the best way to hold seats in normally democratic 
districts is to match, or better, the democrat plat- 
forms. The introduction of a never-defined ‘“*Mod- 
ern Republicanism” has wracked Congress. The 
term is a fighting one among Republicans of the 

old school of lawmakers 





have been a team with the de- 
sign and influence to protect 
sound money policies in all 


tion. The new head of the 
fiscal department will be Rob- 
ert B. Anderson, a recent con- 


licanism, but only a few years 
removed from New Deal-Fair 


Deal affiliation. This is not to regular feature. 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


whose membership pre-dated 
the appearance of Eisenhower 
on the political scene. 

The Supreme Court has not 
been beyond the touch of the 
move to the left. In fact it 
has led the march in some 
particulars. It’s a more con- 
troversial tribunal today than 
it was when FDR tried to 
pack it in 1937. Chief Justice 
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Warren, an Eisenhower pick, vetes with Justices 
Douglas and Black (Roosevelt selections) on labor 
issues and civil liberties questions; Justice William 
J. Brennan, most recent Eisenhower appointee, 
hasn’t annoyed the American Civil Liberties Union 
by any of his rulings or votes. The Warren-Black- 
Douglas-Brennan team usually can count on either 
Frankfurter, from the FDR team, or Harlan, an 
Eisenhower choice, to round out non-conservative 
strength. 

Perhaps the best appraisal of today’s Supreme 
Court is found in the fact that the remaining con- 
servatives in Congress have introduced a score of 
bills to overturn decisions of the highest tribunal 
in the land. One even suggested impeachment pro- 
ceedings! 


POLITICS ATTACKS THE AIRCRAFTS .. . Public hear- 
ings just begun before the Armed Services Sub- 
Committee will again study the Aircraft Engine In- 
dustry. This investigation was undoubtedly brought 
about by the hue and cry raised over the defense 
budget, and an attempt is being made to lay the 
blame for the high cost of defense expenditures on 
the companies that received the great bulk of gov- 
ernment orders in the post-war years. 

This is undoubtedly going to wind up in a long- 
winded rediscussion of ground that was originally 
covered by the previous investigations of 1955 and 
1956. 

Whatever the waste that has taken place, it is 
only logical that the responsibility should be equally 
shared between the procurement officers and the 
aircraft companies, for the Department of Defense 
urged the industry to go to any lengths to produce 
aircraft engines, even to the extent of encouraging 
them to hoard technical talent and labor so that 
they might be ready and able at all times to meet 
the demands for adequate National defense. 

Naturally this was costly, and we think this in- 
vestigation comes at a very late date indeed. A 
questionnaire has already been sent to 15 compa- 
nies, with Wright Acronautical, Pratt & Whitney, 
Westinghouse Electric and General Electric among 
the first to be called. 

Each concern was requested to supply detailed 
information on their production, profits, etc.. on 
all military contracts from 1952 through 1956. Rep- 
resentative F. Edward Hebert pointed out that the 
Air Force and the Navy spent about 214 billion 
dollars during the 1956 fiscal year, and probably a 
matching amount during the 1957 fiscal vear. 

The purpose of this investigation, the first of 
this sweeping nature ever made, is to determine a 
number of things, including (1) whether the Navy 
and Air Force are being charged an excessive 
amount of money: in other words, by the manu- 
facturers reaping excessive profits—(2) whether 
greater economies can be obtained in the purchase 
of engines—and (3) whether the contracts for the 
procurement of these engines are adequate and 
suitable to protect the best interests of national 
defense. 

This investigation is undoubtedly the first step 
toward renegotiation of contracts. However, it 
seems to us that in the light of the recent announce- 
ment of the cancellation of the Navaho missile, on 










which $500,000,000 had been expended that a mor 
fruitful area of investigation would be in a reevaly 
ation of the various research and development proj 
ects now in process. We doubt whether any amoun 
of funds recouped through renegotiation could begi 
to equal the sum that would be saved in avoidin 
a recurrence of the Navaho affair. 

In the official explanation on the Navaho, we arg 
told that this development was originally initiate 
in 1946, and was based primarily on an earlieg 
study of the art—a program which has since beeg 
replaced by the I.C.B.M. (Intercontinental Ballistig 
Missile) Program—and that the Navaho has cong 
tributed heavily through its rocket engine developy 
ment to the I.C.B.M. Program—as well as to otheg 
projects through its Inertial Guidance System. Andy 
therefore, we are further informed that the $5009 
000,000 expended should not be considered a k . 
but rather money spent for superseded developmeng 
from which useful benefits have been derived. 

This is all very well, but will this explanatioy 
satisfy the citizens who are appalled to think thaj 
such enormous sums have been expended on 
weapon that can never be used. The American tax§ 
payers whose wallet was flattened to the extent og 
a half billion dollars for the Navaho project wil} 
not be convinced by the government’s explanationg 
He will want to know if that missile was just a 
“dud, and if so, who was responsible. ; 
















































THE PITY OF IT .. . The Byrd Committee study of 
Federal monetary policies is developing a _ political 
side show which confirms President Eisenhower’ 
belief that the inquiry should have been made by 
an independent commission of avpointed expert§ 
free of the distraction of the nolling booth. Cong 
gress has feared political saturation and prejudg! 
ment of the issues if Rep. Wright Patman of Texas} 
were permitted to conduct the review. Patman, a! 
ways gunning for the Federal Reserve Bank Boar 
and whoever else might stand in the way of eas§ 
credit, was sidetracked by a fast maneuver tha¥ 
put the whole business under the wing of Senatom 
Byrd. There was a sigh of relief. Here, it was be? 
lieved, was insurance of an obiective study, by com; 
petent inquisitors, with the likelihood of definitive 
results. 

Up to the present, the hopes have not been jus 
tified. Treasury Secretary George M. Humphreg 
has been virtually on trial on a bill of particulary 
ripped bodily out of 1956 campaign literature. Aftes 
several days of listening to questions designed t 
prove failures and shortcomings rather than t@ 
compose future safeguards, Humovhrey bristled, H@ 
is anxious to get away from the Treasury and int@ 
private business and wishes, he said, the Committed 
would get on with the business at hand. That busi 
ness, as he conceived it, was finding holes if any 
exist in monetary policy and p'ugging them up, no 
attempting to discover methods of harnessing unf 
controllable economic forces or, more aptly, assess 
ing blame for the fact that they have not been har 
nessed heretofore. 

Senator Byrd may well be, as many have said 
the best financial mind in Congress. He is a sena: 
torial “specialist”: he seldom introduces bills, enj 
ters debate or (Please turn to page 568} 
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By JOHN CORDELLI 


AFTER KRUSHCHEV ---? 


The recent upheaval in the Kremlin falls 
within a pattern characteristic of the rise, decline 
and fall of virtually every autocracy in history. From 
earliest times, the death of a dictator—or a leader of 
genius has been followed by a committee form of 
rulership in which the great man’s less imaginative 
followers have attempted to reserve for themselves 
the rights of empire. However, since megalomania 
is a necessary part of a dictators psychological make- 
l 
I 


»), the lesser lu- 

inaries who invari- 
ably gather in his LAST WEEK 
shadow lack the 
strength of purpose, 


the power of person- 
ality, the inherent gen- 
ius—and at times the 
sheer ruthlessness nec- 
essary to maintain the 
status quo. Before long 
a power struggle de- 
velops in which each 
member of the ruling 
group jockeys for posi- 
tion and attempts to 
solidify his own best 
interests. 

Viewed in historical 
context, Nikita 
Krushchev’s apparent 
victory over his less 
fortunate co-heirs to 
the Stalin dynasty, 
may not be the last 
step in the power 
struggle, for history 
is replete with the in- 
terim successes. of 
lesser men—and their 
eventual replacement by new men of genius—often, 
the man on horseback. It would not be surprising 
therefore if Mr. Krushchev is really cutting a path 
ahead of the on-rushing Marshall Zhukov, the hero 
of World War II, who’s popularity with the Russian 
people is so great that only partial exile was able 
to soothe the ruffled ego of the canaical and self- 
centered Stalin. 

Krushchev’s weaknesses as a man of destiny are 
apparent in his handling of the current crisis. His 
swift victory over the Molotov-Malenkov-Kagano- 
vitch triumverate was followed by sharp accusa- 
tions that Malenkov, in particular, had been guilty 
of an attempted coup-d’etat, and perhaps the more 
serious charge that he was guilty of capital crimes 
as an instigator of the Leningrad purges in 1949. 

But apparently the victor is having difficulty de- 
vising a punishment to fit the crime—for his ears 
have been attuned to the short-wave communica- 
tions from the outside world predicting a new blood 
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bath within the Kremlin. Undoubtedly, a Stalin 
would have been insensitive to outside criticism, but 
Mr. Krushchev is not on the same firm ground in 
the midst of the unrest and rivalries at home—and 
the strong challenge to Soviet supreme rule from 
Chinese Mao Tse Tung, Yugoslavia’s Tito and Pol- 
and’s Gomulka. 

In this latest version of Russian roulette, Krush- 
chev’s actual or potential challengers must now be 
legion. They include 
certainly the thous- 
ands of friends, sup- 
porters and proteges 
which the five deposed 
Presidium members 
installed in the Soviet 
bureaucratic appara- 
tus during their leng 
tenures in their ex- 
alted positions. They 
probably also include 
most of the remaining 
old-timers in the 
Soviet hierarchy who 
are likely to interpret 
the denouncement of 
men like Molotov and 
Kaganovitch, whose 
service to the party 
predates the revolu- 
tion, and see it as a 
slur on the entire old 
guard, reared under 
the personal tutorship 
of Lenin. Above all, 
they doubtlessly — in- 
clude a goodly number 
of his present Presidi- 
um associates. For, 
Mr. Krushchev victory against the dissident ele- 
ment was by no means won hands-down. In fact, at 
one time in the course of the stormy top-level meet- 
ings of early July he commanded no more than a 
third of the Presidium’s 11 votes. Four of the 
“rebels” (Shepilov had no vote in the Presidium) 
have now been removed and the Soviet Union’s 
highest executive body is now packed with pro- 
Krushchev partisans. Yet, it still includes such key 
people as Bulganin, Voroshilov and Pervukhin (an 
alternate member) who at one time during the 
battle ranged themselves clearly with Kruschev’s 
opponents. Neither he, nor they, are likely to forget 
this. 

Finally, in the wings stands the imposing figure 
of Marshall Georgi K. Zhukov who almost single- 
handedly saved Krushchev from ending up where 
Malenkov did. Although Marshall Zhukov was 
awarded full membership in the Presidium for his 
11th-hour rescue (Please turn to page 568) 
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Market Weighs Inflation vs. Business Activity 


As we go to press the industrial list is in the immediate vicinity of its 1956 bull-market 
top, which is a theoretical testing point. Regardless of the early outcome, realistic appraisal 
argues for a continuing moderate-range, selective market rather than for sustained and 
broad advance. There are some indications of excess. They call for more, rather than less, 


caution and discrimination at this point. 


By A. T. 


- 

Sock market performance over the last fortnight 
has been relatively strong—and certainly gratifying 
to those who have a vested interest in arguing for 
higher and higher prices—despite some limitations. 
The Dow industrial average gained 17.48 points, to 
close last week at 520.77 or within small fractions of 
last year’s April and August double tops of 521.05 
and 520.95, respectively. 

Considerably increased resistance was encountered 
as the old top was approached. Thus, over three- 
quarters of the gain cited was scored in persistant, 
spirited advance in the week ended July 5; whereas 
last week, while ending on an up beat, the market 


MILLER 


blew hot and cold. The industrial average was WwW 
Monday, off Tuesday, up Wednesday, off Thursday 
up Friday. Trading volume increased materially 
although not inordinately as judged by older stand- 
ards. In some respects the party reached the boister 
ous — and possible climactic — stage: particularly in 
daily up and down gyrations on the order of 5 to I 
points in some stocks in exaggerated response t 
news or rumors. 


The Technical Picture 


course, it remained “a market of stocks” 
Reflecting a generally closer balance be 


Of 





THE MARKET IS A TUG-OF-WAR . 
PRODUCES THE FLUCTUATIONS’ 


SUPPLY OF STOCKS 
As Indicated by Transactions | | 
at Declining Prices “T 
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MEASURING INVESTMENT 
AND SPECULATIVE DEMAND 
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MEASURING MARKET SUPPORT 


CONSTANTLY SHIFTING SUPPLY & DEMAND 


tween demand and supply, almost as 
many individual stocks lost ground in 
the week to July 12 as gained, wherea: 
in the prior week gains exceeded declines 
in a ratio a little better than 214 to 1 
In both weeks less than 15% of total 
listed Big-Board stocks recorded new 
highs even for 1957; and appreciable, 
though smaller, numbers sagged to new 
lows. The rail average extended its Jun 
13 rally high by almost 3%. It remains 
in roughly the upper one-third area of 
its moderate 1957 range to date; an 
(at 152.51 at last week’s close) is fa 


below its May, 1956, high of 181.23. Tha 


utility average has so far made up less 
than half of its recent dip (May 21 t 
June 26) of 5.24 points or about 7%. 
For the industrial average, here is thé 
broad picture: (1) a decline of 12.7% 
from 1956 high to the February, 1957, 
low; (2) an upswing, in a partial recov 
ery, of 12.8% to the June 17 recovery 
high; (3) a fast correction which by 


June 24 cancelled over a fourth of thé 


February-June rise, thus putting th 
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market in an improved technical posit, 


tion to exploit the tradition of seasona 
summer strength; (4) the subsequen 


renewed rise, which has extended thé 


June recovery high by roughly 1.5% and 
the net advance from the February low 
point to about 14.5%. 

As we have pointed out before, thé 
average investor today is more inter 
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ested in values and prices 
of individual stocks than 
in “penetrations” of tech- = 
nically-indicated supply or 
support levels by the aver- 
ages. Hence, the possible 
significance of a clear-cut 
betterment by the indus- 
trial average of its 1956 
Stop could be exaggerated. 
There is more reason to 
k that it ought to be 
actic than for assum- 
major further rise — 
less stock buyers, on 
‘age, are going to be a 

d deal less realistic 

an they have been here- 
re in the selective, 
lerate-range market of 

» last two years or so. 

Strictly speaking, the 

line to the February 
amounted to a bear 
rket. In that interpre- 
on, the 1956 highs are 
beside the point; and 
might be viewed in 
later perspective as a new 
bull market. For all prac- 
ical purposes, however, it 
probably makes more sense 
to figure it as a limited- 
swing market. The fact is 
hat stocks were generally 
theaply - to - reasonably 
riced on earnings, yields 
and relation of yield to 
bond yield for rather extended periods of the ad- 
vances from the 1949 and 1953 lows, at which yields 
n representative industrials exceeded 7% and 6%, 
espectively. They are around 3.5% now and range 
rom 2% to less than 1% in the case of a number of 
popular growth stocks, many of which suffered de- 
lines of 25% or more from generally similar levels 
of over-evaluation at their 1955-1956 highs. 

On average, price-earnings ratios are about as 
high as they have been in the upper reaches of past 
bull markets prior to cyclical downturns in earnings. 

hey are very high in the case of a number of 


rt 





@resently popular stocks; low-to-moderate mostly in 


he case of unpopular stocks. It is true that a cyclical 
shrinkage in earnings and dividends is not now fore- 
eeable— but neither is marked improvement in 


either. There is debate about a fourth-quarter upturn 
70 industrial production and its possible scope; about 


recovery 


hich by 


oney-rate prospects and possible Federal Reserve 
redit moves. But the picture is not dynamic. It is 
beyond credulity that we will soon have another in- 
ustrial boom superimposed on the present flattened- 
but capital goods boom. 

In short, the statistical facts of over-all business 


activity, earnings and dividends are not greatly dif- 


5% and 
ary low 


erent now from what they were at the 1956 highs 

n the averages or at the February lows. There is 
‘“sreatly increased emphasis on price inflation—though 
t is less strong so far this year than it was in the 
ate summer and closing months of 1956, when the 
stock market was easing or backing and filling in 
#rading-range swings. Inflation is no foolproof argu- 


ULY 20, 1957 


Volume N. Y. Stock Exchange ~ 
MILLIONS OF SHARES 


TREND INDICATORS 


THE MAGAZINE OF WALL STREET 


300 COMBINED STOCKS 


a a ey 
+——-+ 

= a 2 —147§ 

—+465 


——_+ 455 
| 


155 


tT so 


145 


140 


ment for stocks and is largely a matter of supply- 
demand and of varying degrees of price control- 
ability in different lines. Inflation is not preventing 
price cuts in the oil industry. Inflation is not giving 
investment allure to the copper, paper, air line, 
machinery, meat packing or aircraft stock groups, 
to mention only a few. And inflation is no guarantee 
of further big profits in over-priced growth stocks. 
So what has changed since February when the 
industrial average was 66 points lower than it is 
now? Answer: investment-speculative sentiment. 
Will the latter stay bullish and get decidedly more 
bullish? Answer: probably not, in the absence of 
boom prospects for business, earnings and dividends; 
or of a marked speed-up in inflationary tendencies. 
Of course, this view could be wrong. Bullish (or 
bearish) sentiment can run to extremes. But it is 
risky bet on a bullish extreme. It amounts not to 
buying good values but to buying with hope of sell- 
ing to some more foolish buyer at a later time. 
Machinery orders suggest that the capital-goods 
boom is subject to some abatement ahead. Whether 
improvement in the automotive and/or housing fields 
could be a more than an ample offset is presently con- 
jectural. Suggesting excessive anticipatory borrow- 
ing, new financing has been running ahead of year- 
to-year gains in plant-equipment outlays and in both 
public and private construction. To sum up: the bull 
side seems over-confident. The industrial average 
may go moderately above its 1956 high, with increas- 
ing vulnerability. We do not see a sound basis for 
“another big bull market.” —Monday, JULY 15. 
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IF DISARMAMENT COMES— 


Its Challenge to American Industry 
—and the Impact on our Economy 


By 


. 
a the United 


spending something in the 
billion a month on programs 
curity. Of this amount, about $3.0 billion represents 
the so-called ‘direct defense” outlays of the Defense 
Department. This includes the military payroll and 
operating expenses; but about two-thirds of the 
total represents defense procurement—the purchase 
of defense “hard-goods” such as tanks and planes, 
soft goods such as food and petroleum supplies, and 
construction of military facilities. 

Few observers of the American industrial scene 


States Government is 
neighborhood of $3.7 
related to national se- 
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today would disagree with the statement that the| 
procurement outlays of the Federal government for} 
defense purposes are now a strong and influential! | 
tide running throughout the system. The impact of 
defense business has certainly differed widely from 
industry to industry, and even from region to re- 
gion; but there is hardly an industry or region whicl 
has not felt its presence in some degree. Almost a 
decade of international tension, accompanied by a 
fantastically rapid pace of military technology, par- 
ticularly in atomic physics and electronics, have 
woven defense deeply into the fabric of national 
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business. 

What would happen to the fabric if these funda- 
mental threads were to be suddenly cut and with- 
drawn? 

That is the question raised by the obviously in- 
tensifying international disposition toward disar- 
mament. The question has many facets; there are 
in it vital implications for investors, for business 
managers, for consumers, for government adminis- 
trators,for foreign traders. There are many who be- 
lieve that the course of American business as a 
whole is now so dependent on defense that the de- 
fense trend and business trend are virtually inter- 
changable terms. To the extent that this is true, the 
defense outlook is an acute forecasting problem af- 
fecting all phases of individual enterprises, not just 
their defense business alone. 

The subject thus obviously deserves exploring, it 
has deserved it all along, but the mutual interna- 
tional problems raised by an armament race under 
today’s technological conditions are growing so omi- 
nous and so clear that the subject is now a matter 
of near-term interest. Such an exploration, however, 
requires two definite preliminary statements, if it 
is not to be misinterpreted. 


The Businessman and Defense 


In the first place, the position of the average busi- 


nessman with respect to defense business needs to 
be put clearly. In his general capacity as citizen, 
nobody pays a higher price for national defense 
than the businessman himself. His taxes—both his 
personal taxes and his corporate tax bill—have been 
violently swollen by defense outlays. The greater 
his personal success, the greater his personal tax 
bill. And he has long since found that the federal 
government is now thoroughly experienced in ex- 
tracing the so-called “excess profit” from defense 
business. Virtually all corporations doing business 
with the government report that their margins on 
government business are substantially less than on 
private business. Cost-plus, renegotiation, and the 
ever-present threat of excess-profits tax legislation, 
virtually guarantee that the federal government will 
recoup the bulk of any “excessive” earnings attri- 
butable to military business. Even apart from the 
sociological conditions of the businessman as citizen 
~his characteristic status as property-owner and 
family head—the businessman has little special stake 
in an armament race. 

On the other hand, business has, under the com- 
pulsions of an armament race, undertaken to pro- 
duce armaments. To produce armaments requires 
plant and machinery. Some of the cost of plant and 
machinery devoted to armament has been shared 
by the government (through accelerated tax write- 
off provisions), and a little of it has been borne 
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— — omen 
Expenditures and Obligations of the Defense Department 
FISCAL YEARS 
(Millions of dollars) 
Yearly August, 1956 — February, 1957 (at annual rates) 
Expenditures 1954 1955 1956 August September October November December January February | 
Total Major Procurement and Prod. $15,957 $12,996 $12,182 $12,143 $11,552 $13,921 $13,912 $14,554 $14,188 $14,725 
Aircraft 8,334 8,037 7,145 8,140 6,501 8,555 8,398 7,963 8,183 8,516 | 
Ships and Harbor Craft 1,090 1,008 895 905 741 832 702 982 980 895 | 
Combat Vehicles 676 739 48 274 227 415 182 595 300 314 
Support Vehicles 240 296 189 30 107 240 56 133 144 113 | 
Artillery 186 17 27 — 53 29 41 9 91 65 — 45 | 
Weapons —145 — 92 —164 —181 — 33 18 82 39 16 49 | 
Ammunition 2,942 818 1,379 1,076 647 941 288 859 —1,298 2,449 | 
Guided Missiles 298 568 1,168 1,523 1,702 1,603 2,012 2,154 2,093 2,325 
Electronics & Communications 826 636 770 285 954 634 1,383 813 1,099 999 
Prod. Equip. and Fac. 1,121 631 440 290 406 471 489 536 478 429 
| Other Major Proc. & Prod. 387 335 281 —150 267 167 302 386 2,124 —1,323 
| Obligations 
| Total Major Procurement and Prod. $ 4,322 9,648 12,891 680 455 1,848 2,440 1,152 382 2,339 
| Aircraft 2,205 4,280 7,328 173 — 4) 71 — 29 60 16 104 
Ships and Harbor Craft 536 894 1,222 _ — 1 5 — 8 6 _ —131 
| Combat Vehicles —285 372 — 5 — 69 99 31 20 —192 12 275 
Support Vehicles —255 100 238 628 —154 380 50 2 15 368 
Artillery 51 102 35 19 31 WW 18 — 12 36 23 
Weapons 55 97 10 3 12 — 4 73 23 5 
Ammunition 469 998 1,101 —287 177 290 982 196 — 25 398 
Guided Missiles 634 1,014 1,446 65 96 834 1,192 762 112 1,095 
Electronics & Communications 313 1,037 960 157 165 108 145 215 74 88 
Prod. Equip. and Fac. 250 372 232 — 24 73 92 46 20 70 63 
Other Major Proc. & Prod. 295 378 321 12 7 9 27 19 45 48 
Negative figures indicate cancellations, or accounting adjustments. 
Source: Defense Department. 
” ———— 
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entirely by the government. But a reduction in ar- 
mament business would nevertheless leave these 
plants high and dry—and, in fact, hotly competitive 
with plants producing consumer goods. Temporary 
over-capacity is thus the underlying threat raised 
by the possibility of disarmament. It would be wel- 
comed, of course, but prudent managers (and pru- 
dent investors) have a responsibility to minimize the 
disruptions which would accompany it. This ac- 
counts for the mixture of delight and worry with 
which the businessman greets disarmament; and 
it accounts for the special reaction of investors in 
the securities markets. 


The Disarmament Outlook 


A second set of considerations that must be pre- 
liminary to any discussion of the economies of dis- 
armament revolves around the probable form and 
pace which arms limita- 









tations on nuclear armament necessarily increas 
the dependence of all countries on equipment fo 
conventional-type warfare. (For example, Britain’ 
decision several months ago to virtually scrap it 
conventional military forces, in order to concentrat 
on nuclear forces, might not have been made i 
today’s atmosphere). 

All of this suggests that “disarament” has a slow 
course of “‘arms limitation” to follow in the year 
ahead—assuming, of course, that world tensions aré 
relaxed sufficiently to foresee any future disarma 
ment at all. It will not be the overwhelming naj 
tional demilitarization that occurred in late 1945 ang 
1946 in this country. It will not even be the shar 
turn-around in spending that struck the defensd 
department in late 1953 and 1954, when the en¢ 
of the Korean war was accompanied by a massiv¢ 
rescheduling of defense production. Painful, slow 
halting is the pace of international agreements: 
painful, slow and haltin 











tions may take. This is 
largely, although not en- 
tirely, an international 
diplomatic question, but 
some reasonable assump- 


° ° . Gross 
tions regarding it may iten 
nevertheless be made, In Product 
the first place, it is clear (billions $) 
that on both sides the ef- 1953 363.2 
fort is taking the form of 1954 360.7 
reducing output of arms 1955 390.9 
—nuclear arms, of course, 1956 412.4 
in particular. It would - 

1957 


appear to be virtually 


impossible to arrest the Ist Q, enaval rate 427.1 








The National Security Share of National Output 

















technological race, with 
the one exception of the 
testing of nuclear devices. The race is thus being 
withdrawn from the factory, and centered in the 
research laboratory. This is a vital distinction. It 
means, for example, that while steel and aluminum 
may be in much easier supply in the future, en- 
gineers are likely to be in tight supply for the fore- 
seeable future. 

Reduction in actual defense procurement, while 
continuing defense research, could be accompanied 
by very substantial reductions in defense outlays, 
and by a considerable freeing of plant and equip- 
ments in both defense and raw materials industries. 
But how rapidly can this situation develop? After 
World War II, the American armament industry 
was virtually disbanded overnight, along with the 
army itself. But that was disarmament in the after- 
glow of victory. Anything approaching this root- 
and-branch disarmament is now clearly out of the 
question. In fact, “disarmament” is probably the 
wrong word for what can be expected; preferable 
would be the phrase “arms limitation” which was 
current during the ’thirties. No crash program of 
demilitarization is in sight; what is in sight is the 
beginning of control over the headlong, self-gen- 
erating torrent of production, as prototype moves 
into production and then is replaced by a new, more 
advanced, more deadly prototype. 

Moreover, the present scope of disarmament dis- 
cussions is concerned chiefly with nuclear arma- 
ments, and only secondarily with conventional ar- 
mament (aircraft, ground-force equipment). Prog- 
ress here will almost certainly be slow, since limi- 
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will be the pace of disar 
mament. 
— —— Disarmament and the 
jovi. H 
Purchases for Business Trend & 
Goods & Service National ae 
National Sec. Security,as How would such aj-™ 
(billions $) % of all Output gradual reduction in de- 
51.5 42 fense demand strike the 
43.0 119 American economy ? How 
412 10.5 would business in gen- 
416 10.1 eral fare? And _ how 
would it affect individ- 
ual industries, individual 
8 10.5 companies? 
The effect on the na- 
tion’s business, as a 
whole, is likely to be moderate, but extended and 
pervasive. It will be moderate, because the actual} 
dollar decline in government demand would itself 
be moderate. It would be prolonged because dis- 
armament under present realities would itself be 
prolonged. And it would be pervasive because there 
is now available little in the way of a pronounced 
offset to declining defense spending. ; 
The major key to the impact of a reduction in 
defense spending today is that for almost five years 
the nation has had its guns and its butter too. In 
industry after industry—even in industries closely] tic 
related to defense itself—our capacity has been ablef ch 
to supply all defense needs and all private needs.{ m: 
In fact, our capacity currently is adequate to supply} is 
both these needs, and leave a great deal of idle§ na 
capacity. tri 
When military production collapsed in 1945 and§ tic 
1946, the American economy had been starved forf tu 
consumer goods for over five years; tremendous] tu 
backlogs of demand existed for automobiles and} pa 
other consumer durables. Even soft goods were in} m. 
short supply; the textile pipeline had to be refilled} E: 
all over again, after five years of producing largely | to 
military and industrial fabrics, and heavy uniform} he 
constructions. For the businessman ready to convert sit 
back to consumer goods, the market had been wel] } tu 
built up in advance, ci: 
Even for capital goods the market had been well) Te 
established. True, the collapse of defense produc- | 
tion freed a tremendous amount of metal-working| 
machinery, which hung (Please turn to page 561) | W 
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Comparative Investment Study of — 


2. Industrial Giants 
International Nickel — International Paper 


By CALEB FAY 


Between International Paper and Interna- 
tional Nickel the investor has not had an easy 
choice. Both stocks are currently selling at approxi- 
mately the same price, although International Nickel 
is down only 10 points from its high, while Inter- 
national Paper is down some 40 points. Both are 
true blue chip equities, highly regarded by institu- 
tional investors. Both have a simple capital struc- 
ture and are free from funded debt. Each has a vir- 
tually impregnable financial position. Dividends 
paid by each are modest and yield based on present 
market prices is in line with other high grade stocks. 
Each is an undisputed leader in its field and likely 
to remain so in the foreseeable future. They both 
have long, uninterrupted dividend records. Expan- 
sion of operations, calling for huge capital expendi- 
tures has been financed internally through depre- 
ciation reserves and retention of earnings without 
recourse to the outside capital market. 

There is of course no similarity in their activities 
which are in different fields. International Paper 
with its subsidiaries and affiliates is the world’s 
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largest paper making organization with a produc- 
tion of nearly 4,750,000 tons of paper, paperboard 
and market pulp in 1956. This came to about 15% 
of the total output of the industry. Inco, on the 
other hand is strictly a mining company, the world’s 
largest nickel producer, a major world copper pro- 
ducer, and an important supplier of the platinum 
metals obtained as by-products from its nickel- 
copper ores. 


Expansion Confined To Their Special Fields 


However both companies have commendably used 
the same general approach for expansion and diver- 
sification. They have stuck to the fields they know 
intimately where they could utilize their own knowl- 
edge and personnel to major advantage and thus far 
have refused to step outside. Expansion has been 
confined to acquiring facilities for furthering their 
own major production whereby the existing produc- 
tion programs would be supplemented with related 
products or by providing raw materials for larger 
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output. Inco is prepared to pour over $175 million 
into its new Mystery Lake development for nickel 
but it hasn’t been tempted to embark in oil or 
uranium, Yet it has not hesitated to spend other 
millions to bring new nickel mines in the Sudbury 
area into production as well as prospecting for 
nickel in such widely separated areas as the North- 
west Territory, Australia, Africa, and the Philip- 
pines. Always the primary objeetive has been nickel, 
and they have had the a*vantages of new ventures 
developed from by-products of the nickel and smelt- 
ing operations. 

Following a similar concept International Paper 
has expanded always within its own field or into 
one directly or indirectly connected with its own 
production. The most recent instance was its acqui- 
sition of the long-Bell Lumber Company in the 
Pacific Northwest through issue of 849,416 shares 
of its stock for substantially all the stock of the 
Long-Bell concerns. Its purpose was to own paper 
board and paper-making facilities in the Northwest 
area, backed by ownership of su’stantial timber 
resources which would provide a vital source of 
supply of pulpwood. Long-Bell is the second biggest 
lumber producer in the Northwest. This merger ran 
into immediate trouble when the Federal Trade Com- 
mission brought anti-trust charges against the com- 
pany under the Clayton Act, asserting the eifect of 





the new mill’s output should be earmarked for west- = 
ern independent non-integrated purchasers. How- | 


ever, this demand by the government is not con- 
sidered too burdensome on the company. 

More than half of the nearly $100 million ap- 
propriated in 1956 for new production facilities 
went for the bleached kraft paperboard and news- 
print mill at Pine Bluff, Arkansas. This mill wil 
be in operation before 1958. The new machine a 
Mobile with 115,000 ton capacity, began productio1 
early this year. Jointly with the Pine Bluff installa 
tion the company can supply the rapidly growing 
market for newsprint in the South. In the North 
a new 60,000 ton machine is being added to the 
Hudson River mill at Corinth, N. Y. for productiorz 
of slick paper for use in illustrated magazines. The 
net results indicate that sales by the company ir 
1957, including Long-Bell, should be in excess of 
$1 billion compared with $969.6 million in 1956 
Because of start-up expenses at the new plants 
normal profit margins are unlikely to keep pace 
with increased sales until later in the year. 


Inco’s Position 
1956 was a memorable year for Inco, Never con- 


tent with its position of supplying about 65% of 
the world production of nickel, the company cli- 






























































































the merger might be substantially to lessen compe- maxed a ten year search for new nickel deposits |; 
tition with lines in which the company and Long- by announcing that it will develop as quickly as pr 
Bell were engaged. Only recently however in a con-_ possible a series of new mines in the Mystery Lake |p, 
sent order settling the F.T.C.’s complaint, the com- region of Manitoba which had been under explora- §;h, 
mission dropped the charges and gave up its fight to tion since 1946. This is destined to become the gy 
force the company to dispose of its Long-Bell hold- world’s second largest nickel mining operation and prov 
ings. But the commission did order that the com- will raise the company’s annual production from | jp 
pany should dispose of the 12% stock interest it about 280 million pounds a year to 385 million. To 
obtained in Longview Fibre Company which it re- complete the project will mean an initial expendi- 
ceived through the Long-Bell transaction, as well ture of $175 million and take three to four year’s 
as pledging not to acquire any interest in any com- time, with full cooperation of the Canadian Gov- 
petitor in the next ten years. The F.T.C, said that ernment authorities. However, the United States ' 
International Paper plans to build an Oregon paper government’s refusal to enter into a stock-piling | oo); 
mill, its first in the West, which would use Long- contract with them for some of the output of this | 9g¢ 
Bell timber resources and provided that 40% of new mine may slow up the development process, and cop] 
oun 
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* Plus stock dividend. (a) First quarter. 
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the additional ore forthcoming may exercise a de- 
pressing effect on nickel prices. It is estimated by 
‘the company’s engineers that the nickel content of 
the ore will compare favorably with the famous 
Sudbury Basin, present site of the company’s nickel 
production, but the copper content will be smaller 
in comparison with the other. 


Nickel and Copper Dominate 
Inco’s Production 


[nco’s production from Sudbury is by no means 
confined to nickel. In 1956 the company delivered 
286 million pounds of nickel, 271 million pounds of 
copper, 1.5 million pounds of cobalt, nearly 40,000 
ounces of gold, over 371,000 ounces of platinum 
metal, and about 1,300,000 ounces of silver, all ob- 
tained from the same Sudbury ore. In this imposing 
list the value of the nickel production easily domin- 
ates with about 55‘% of the total. Copper, aided by 
its record high price last year, contributed 33°: and 
platinum metals about 10°%. 

Ratios won’t be the same in 1957. The nickel price 
was raised from 64 cents to 74 cents a pound late 
in 1956, but the copper price which averaged 41.2 
cents in 1956 has dropped dismally, below 30 cents 
a pound today. In 1956 the value of the nickel con- 
tent in the company’s shipments of refinery prod- 
ucts, rolling mill and foundry products, and salts 
and chemicals was about $185 million compared with 
the value of the copper shipments $111 million, or 
about 67% larger value. In 1957 assuming the 74 
cent price is not changed during the rest of the year 
and that copper recovers to about 30 cents a pound 
with unchanged production, the nickel output could 
be worth $211.6 million, but copper production 
would gross no more than $81 million. It would fol- 
low that the value of the nickel output would be 
almost 234 times the copper production. Put in an- 
other way, the gross value of the nickel and copper 
shipments in 1956 on metal content only approxi- 
mated $296 million. In 1957 on the same assump- 
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tion the two metals might gross $292 million. It is 
evident that the higher price that now prevails for 
nicke] should compensate in large degree for the 
lower prevailing price of copper. As Inco does not 
report production of metals but only shipments 
these figures are only approximate projections. 

There is the possibility that the nickel price might 
be raised again in 1957 but the chances are against 
it, for while nickel still commands a premium over 
the 74 cent price from dealers, the heat is off. (For 
a fuller discussion of the nickel outlook see The 
Magazine of Wall Street, March 3, 1957.) 

In February of this year all of the outstanding 
preferred stock of the company was called for re- 
demption requiring a cash outlay of $34.7 million. 
This action, financed entirely from the cash re- 
sources of the company, reduces the capitalization 
to 14,584,000 shares of common stock only. Divi- 
dends of 7‘* on the preferred stock now retired 
called for $1,934,000 annually, equivalent to 1314 
cents on the common stock now outstanding. 


Inco’s Ore Reserves 


No other factor counts so much with a mining 
company as its ore reserves, Inco’s reserves, cur- 
rently the highest in its history, are sufficient for 
a 17 year life at present reduction rates, exclusive 
of the new ore developed at Mystery Lake. It has 
succeeded in replacing annually, ore mined by new 
ore developed, and consequently, reserves show no 
depletion. With an estimated production of some 
286 million pounds of nickel and 271 million pounds 
of copper annually, it is evident that a variation of 
1 cent a pound in the nickel price affects gross in- 
come about 1914 cents a share, and the same change 
in the copper price about 18! cents. After tax« 
these amounts could be reduced about one-third. 

In spite of the drastic decline in the value of its 
copper production, which incidentally the company 
is unable to curtail because it is by-product with 
its nickel ore, the total gross value of its two main 
products is unlikely (Please turn to page 566) 
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CONCRETE RESULTS OF AUTOMATION 
BEYOND LABOR—SAVING 


By WARD GATES 


For a full decade, ever since automation became 
newsworthy, investors have been looking ahead to 
the promised day of greater industrial efficiency un- 
der reduced labor costs. But unfortunately repeated 
emphasis on labor saving and the implied threat of 
labor displacement has obscured many benefits al- 
ready accrued to labor in the form of new skills re- 
quired and new jobs made. 

There is no gainsaying the fact that frequently 
labor has been displaced by automatic machinery— 
as it has been by every major technological advance 
in history—but characterizing “labor-savings” and 
“automation” as synonymous terms is an over-sim- 
plification that concentrates attention on one of the 
less important properties of the new technology. A 
few preliminary examples are in order to clarify 
the point: 

The petroleum refining, synthetic textile and many 
other “continuous-flow” industries are frequently 
cited as highly advanced forms of automation, but 
too few realize that in many instances there is little 
actual labor-savings involved in the operations. For 
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these are not simple cases of machines doing a better 


and more efficient job than human labor can do, but} 


instances of machines doing work that could not be 
done at all if man alone had to contend with the 
complex variables involved. One man sitting at a 
control panel directing the operations of a huge, 
automatically controlled installation, is usually doing 
a completely new job—not one that has replaced 
numerous laborers. 

This difference is essential, because it cuts through 
the heart of most of the “displaced labor” arguments, 
and paves the way for clearer thinking on the sub- 
ject. Just last week Clinchfield Coal announced the 


development of a push-button mining operation al-} 


lowing the company to bring back into production 
a mine that had been shut down for years because 
it could not be worked economically. Two operators 
control the complex system, designed and built for 
Clinchfield by the Link-Belt Company, but a whole 


new labor force has been put to work processing the? 


mined coal and maintaining the machinery and 
equipment. 
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But perhaps the most telling evidence is supplied 
by the atomic energy and guided missile fields. The 
entire technologies developed for these industries 
can be termed “push-button” mechanization par ez- 
cellence, yet no serious criticism of either one has 
ever pointed the finger of labor displacement their 
) way, for it is self evident that there would be no 
nuclear or guided missile industries without automa- 
tion. Many of the materials used are literally “too 
hot” for human beings to handle—human senses are 
too erude for the refined measurements required— 
and human intellect is too slow to cope effectively 
with the complex mathematical problems the com- 
puting machine solves in routine fashion. 

What is true in these fields is equally true else- 
where. When properly applied, automation provides 
the means for doing things never before possible. 
It opens up a new dimension for planned production 
in existing industries—and perhaps most important- 
ly, it gives management a new tool for evaluating 
and dealing with problems, easing the decision- 
making function. 

[hese are the essential elements of automation. 
If labor is saved in the process, so much the better, 
| but frequently automatic machinery saves very little 

in measurable costs and can, through improper use, 
' be even more costly than hand labor. 
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Automation At Work 


In analyzing corporate reports this year, it is in- 
teresting to note that profit margins are being main- 
tained in many companies where sales volume is 
not doing as well as in previous years. In the pub- 
lished reports, the maintenance of profits in the face 
of declining volume is attributed to “operating effi- 
ciencies” instituted in the past few years. Although 
it is not spelled out as such, the efficiencies are usu- 
ally largely achieved by automatic processes and 
certain unplanned for corollary benefits. 

In the steel industry, increasing use is being made 
of programmed machines which can turn out a 
) variety of steel products by merely inserting a new 
' punch-card, or magnetic tape into the machine in 

order to vary the products. The tape or card 
represents a new kind of mathematical lan- 
guage that, in effect, instructs the machine 
}to perform in a given manner. Once pro- 
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In the rail industry, automatic processes have been 
at work for a number of years, and so valued is the 
new technology that one top executive recently main- 
tained that if the industry could spend $1.5 billion 
in the next ten years on further automation it might 
well be able to overcome many of its competitive 
disadvantages. 

The Pennsylvania Railroad’s recently completed 
Conway Yard, constructed at an expense of $34 mil- 
lion has been so successful, that the company expects 
to realize $11 million in cost savings per year. So 
optimistic has the road become over the benefits of 
further automation, that it hopes to reduce some of 
its four-track stretches to three tracks, relying on 
automatically controlled devices to work out traffic 
problems. 

The list of automatic devices used by the railroads 
is almost endless and is growing every day. If in 
many instances concrete earnings gains are not 
visible, at least automation is helping the roads to 
keep their heads above water, while other basic 
economic forces hold earnings growth in check. 

Getting closer to the consumer, the tobacco indus- 
try has intensified automation. The uniformity of 
product lends itself well to automatic technology, 
and the industry has taken full advantage of the fact. 
The fully automatic factory is still a thing of the 
future, but not long ago Industrial Nucleonics Corp. 
designed a fully automatic installation for an un- 
disclosed tobacco firm, that may place the future 
near at hand. 

Liggett & Myers, Philip Morris, R. J. Reynolds, 
and American Tobacco, the majors of the industry 
all use automatic machinery for cigarette produc- 
tion and various electronic devices for quality and 
quantity control and for packaging also. American 
Machine and Foundry, one of the principal suppliers 
of machinery to the industry has designed a machine 
that will reject faulty cigarettes at the rate of 1,200 
per minute—an impressive figure for an industry 
that must rely on uniform quality in its products. 

These cost-reducing and rapid production methods 
have played an important role in helping the industry 
over the rough “cancer-scare” days, and were of 


JOBS INCREASE WITH LABOR-SAVING IMPROVEMENTS 



















ie bat grammed, production, quantity and quality fase" tition 

, } are automatically controlled. 12 = 

1 not be} = Allegheny-Ludlum Steel has placed a card- ) 

vith the| programmed rolling mill in operation, de- 09} Employment gue 

ng at aj sioned by GE, that is a masterpiece of manu- ™ ; ies 

a huge, facturing efficiency. It is not completely auto- “er \ ti A 

ly doing} matic since some stages of the rolling process 

‘eplaced§ require special care. But, a newer system be- aa | ? dies 
ing developed for Jones & Laughlin by West- 06} eg? Men? A 

through} inghouse is expected to overcome this diffi- 

— culty. Significantly, it is not the labor-savings os} 0 

ced thel in this process (although they exist) that is _— 

tion al-} most intriguing, but the reduced errors and “er Wah of Guten 

duction} the greater speed of production that have = | 1» 

because! been effected through the elimination of bot- 

verators| tlenecks. Most other major steel companies o2} j 

uilt for) ate well into similar programs, a factor offer- - 

1 whole! ing insight into the ability of the industry to “— 

ing the} maintain profit levels this year, despite Ob 


ry and 








sharply reduced percentage of capacity oper- 
ations. 


: 


STREET suty 20, 





* 


1957 





10 


ss "20 "25 ‘x 3s “40 “ss "so 


515 





inestimable value in allowing the rapid transforma- 
tion to the popular filter tip brands. 


Computer Automation 


Production line automation, as most of the fore- 
going must be characterized, is certainly the most 
widespread, touching every industry to some degree. 
Certainly everyone is already familiar with the mam- 
moth “transfermatic” automatic production ma- 
chines, pioneered by Ford at its Cleveland plant, 
and now in general use throughout the automotive 
industry. But it is in the field of data processing, 
through the use of computing machines, that the 
most important developments are occurring today. 

Management is just beginning to learn to live with 
these so-called “thinking” machines, and already 
some of the results are astounding. 

Recent reports indicate excellent profitability this 
year for the nation’s banking institutions, and the 
popular press has been quick to seize on high interest 
rates as the source of windfall profits, paying scant 
attention to the solid savings made in cost control 
through the automating of bank operations. Push- 
button banking has been a popular phrase, but it 
has been treated as a gimmick, without much insight 
into what has actually been accomplished. 

The Bank of America, one of the first to turn to 
data-processing machines, has put its electronic 
“brain”, “Erma”, to use on the daily bookkeeping 











for over 50,000 checking accounts — and the Firs 
National City Bank is currently cooperating on th 
development of a machine that when completed wi 
take over the entire check handling function. 

Similarly, at the Chemical Corn Exchange Bank 
a major dividend disbursing agent for many corpe 
rations, the task of matching stockholders with divi 
dend payments has been turned over to computing 
machines that solve the problem and make out th 
check in a fraction of the time it takes human labo 
to get it done. With almost two million divideng 
checks to mail out a year the $90,000 to $100,000 cos 
of the machine should be quickly recouped. fe 

In the utility industry, computers have also beem* 
put to effective use. Recently Niagara Mohawie s 
Power unveiled one of the most interesting of th 
new systems. The problems of feeding electric cur 
rent from the company’s power pool to specific ce 
mand areas is now calculated and directed by ar 
elaborate “robot” system developed by Minneapolis 
Honeywell. All utilities are confronted with the?* 
same essential problem of directing current to wher et 
it is needed at a particular time, but until now thelsy 
calcaulations have been crude, and the actual redirec§” 
tion manually handled. The new system takes ove. 
the entire function, eliminating costly delays, andj. 
miscalculations to insure users a continuing sup} he 
of current. os 

Indeed, automation is moving rapidly into many 
other fields. 
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Decision Making 


Electronic calculators are not “thinking” 
machines in the human sense. But when used), 
as an aid to decision-making the computer is) 
invaluable, although it has not yet been fully - 
appreciated by company managements. Too , 
often, executives view the machines as awe- 
some technical monsters that can only be), 
dealt with by scientists and engineers. As a atin 
result, expensive machines are put to purely in 4 
technical uses when other valuable informa-),_,... 
tion could be forthcoming. Sdub 

At General Electric, pioneer in both the) 7 
development and use of automation, com-).;), 
puters are used to test the probable perform-| ;. 
ance of jet-engine and turbine parts, among 
other things—and by reducing the trial and 
error process to a mathematical function, the Suit 
company has been able to produce advanced - 
designs years earlier than would have been! “1 
possible with physical testing. Among the 
non-productive tasks, the company makes ex- 
tensive use of computers for payrolls, inven- ans 
tory control, market condition analysis and eons 
financial analysis. GE’s executives now have§ V 
internal profit and loss statements within the “ 
first week after the end of each month. The}. 
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value of such timing in easing managerial a 
decisions and planning is as obvious as it is pear’ 
incalculable. It is significant that GE is one inal 
of the few industrial giants reporting widen-} ... ., 
ing profit margins at the present time. r aes 
7 

Automation and Capital-Savings %. 
Obviously any technology that increases be 
productivity and reduces unit costs leads to}, a 
capital savings. However, since capital out- los 
lays are invariably stated in terms of number pre 
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of dollars invested instead of num- 
ber of units produced per dollar 
pf investment, the resultant cap- 
ak tal savings usually goes unmeas- 

red. Nevertheless, a brief look at 
ome production figures leads to 
pasily drawn conclusions. 

At the Curtis Publishing Com- 
pany’s Sharon, Pa., plant, a new {” 
itomatic press increased produc- 
25 to 50 times above the level 
ailing in most of the industry. 
00 double-width 36 inch sheets 
d through the machine per 
hovr, compared with the normal ; 
00 to 1,000 sheets an hour com- 
mon in the industry. The capital 
sa\ings are readily apparent. 

\t Goodrich Rubber, a new 
plant the size of a football field, 
controlled by one man, has 
sped up tire fabric production 
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imilarly, production has been 
increased substantially at Inter- 
na'ional Paper’s new Mobile, Ala- 
*bama, mill. A fully automatic con- 
tro! system saves time, reduces 
errors and turns out paper of 
more uniform quality. 
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Although examples of automation can be presented 
tad infinitum, it is more fruitful to place its various 
forms in perspective. 

All of the foregoing fall within the three general 
classifications. First, is the “transfermatic” type 
consisting of machines capable of doing as one oper- 
ational process, work that had previously been done 
in disjointed fashion by many machines and opera- 
jtors. Not surprisingly, these processes have been 
idubbed “Detroit” automation. 

The second type, used in petroleum refining, mis- 
sile control systems and a host of other industries 
dl is the “closed-loop” or “feed-back” automation, that 
rial andgsenses changes in quantity and quality during the 
tom. the production operations—calculates the corrections re- 
dvanced§uired—and then feeds the correcting information 
py oe. back into the process. 
ong the he last general form, is computer automation— 
ol or data-processing—in which machines are used to 
” pena record and store information, process it into usable 
Pago jform, calculate results or possibilities, and interpret 
aa teneed snew findings. ; 
thin thef W ithin these three basic types are. numerous sub- 
th Tho | headings and secondary operations that are fre- 

: quently new industries in themselves. Thus the 
servo-mechanisms used as the muscular controls of 
automatic machines, the electronic devices, and the 
instruments that serve as the eyes and ears of the 
systems, have all become major parts of the in- 
dustrial economy. 

‘ But although each of these is automation, it is the 
J eventual combination of all three that fills the dreams 
of automation engineers. Some visualize a fully auto- 
matic industrial organization that will utilize auto- 
‘matic machines running at rates determined by 
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MONEYMAKER ... Crude presses, such as this one shown in a 16th century French mint, are considered 
to be the ancestor of the modern press 


tion process to automatically meet changing market 
conditions. This may be “pie-in-the-sky” thinking, 
but there is little doubt that all three will be brought 
into more coordinated use. 


Limitations of Automation 


However, there are many obstacles to be overcome 
before the millenium arrives. Not the least is the 
attitude of management itself and its uncertainty of 
how to deal with the new technology. All too often 
companies purchase expensive computers or other 
elaborate equipment without a clear-cut understand- 
ing of their full potential and varied uses. There is 
too much blind faith in expecting the same miracles 
that salesmen report for other users. Frequently, 
too, the fault lies in over-reliance on the engineers 
who run the machines, which results in an abdica- 
tion of the managerial function by the very people 
who should be re-designing product flow and plant 
layouts to pave the way for the best use of auto- 
mation. 

Another stumbling block is the shortage of skilled 
manpower to operate and service the machines. For 
although the use of the devices should remain a man- 
agerial function, actual performance requires skilled 
technicians and engineers, and these are currently 
in sadly short supply. 

Finally, automation is expensive —for although 
capital savings invariably result, the initial outlays 
are too high for many firms to incur. 

But with all its pitfalls and uncertainties, there is 
little doubt that automation is here to stay. It is 
assured by the hard fact that out working force is 
becoming more and more insufficient to meet the 
productivity required by a growing and changing 
population. 

GE’s president Ralph Cordiner has predicted that 
by 1965 the United States will need 40% more goods 
and services than it did (Please turn to page 563) 
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POLITICAL dynamite underscores Armed Services 
Committee investigation into the aircraft engine 
industry, launched July 15 by Rep. F. Edward 
Hebert of Louisiana. It will be one o fthe most thor- 
ough probes of recent years. There will be nothing 
haphazard or left to chance. Hebert had laid his 





WASHINGTON SEES: 


The impact of the smaller European-made auto- 
mobile on the American motoring consciousness 
has been more a matter of emotions than of 
business importance. In comparison with domesti- 
cally produced cars, the imported autos in the 
United States represent less than 2 per cent of 
the whole market. Yet it is not without significance 
that in the first six months of last year, 63 per 
cent more foreign cars were sold in that market 
than in 1955, while there was a fall of about 
27 per cent in the sales of domestically produced 
cars. 

At a time when United States automobile com- 
panies are announcing plans to go into, or ex- 
pand, their production overseas, featuring the 
economical-to-run, easy-to-park small car it is in- 
teresting to note that the automotive business is 
no longer devoted to production for use within 
the country of manufacture. International trade 
in passenger cars alone in the first six months of 
1956 was 8 per cent larger than in the corre- 
sponding period cf 1955. This was entirely the 
result of higher exports from Continental Euro- 
pean countries, since a small increase in North 
America was more than offset by a drop in United 
Kingdom exports. For the year 1956 as a whole 
the German Federal Republic became the largest 
exporter, in terms of units. Exports also were laraer 
for France and Italy but considerably smaller for 
the United Kingdom and the United States. 














By “VERITAS” 


plans well; before calling the hearings he had corn- 
piled almost all of the pertinent information via 
questionnaires. What remains is to apply the al- 






ready-acquired knowledge where, in his opinion, it} 


will serve best. Hebert, a democrat, shares the views 
held by most of his party-men that “big business” 
is the darling of the Eisenhower Administration. 


SCHEDULED for examination are 15 airplane engine 
companies. None is “small business” because the 
item doesn’t lend itself to manufacture except in 
huge plants. Wright Aeronautical, Pratt & Whitney, 
Westinghouse, and General Electric will lead the 
parade. What the basis of selection was does not 
suggest itself on the record; it apvears any other 
four might just as well have been picked. This hints 
that procurement basically, possibly research and 
design overall, rather than an attack on marked-out 
companies is ahead. 


BUSINESS in the engine industry obviously will suffer 


no letdown while the probe goes on. The airframe in-| 


dustry was under Hebert’s spotlight in 1955-1956 
and nothing spectacular happened. Air Force bought 
5,000 engines during calendar 1956 and has sched- 
uled only slightly fewer for delivery in the current 
valendar year. The Navy may reach a new high of 
1000 jet engines this year. The Louisianan is re- 
garded a “strong defense” man and his inquiries don’t 
look to cutback. But his frequent mention of “prof- 
its” suggests more attention to bookkeeping than 
mechanics. 


APPRAISALS of progress being made in a field in 
which little knowledge can be disseminated without 
fracturing national security, as is the case with nu- 
clear production, is most difficult. However, it seems 
significant that in a single week (ended July 1) AEC 
released for general use 47 patents, made a dea! 
with Sweden for 26 tons of heavy water, granted 
more than $2 million for private research, and 
firmed contracts with four foreign nations to ad- 
vance atomic studies. —END 


THE 





MAGAZINE OF 





WALL 





STREET 


Sci Le te 





ion itr it” BS OP 


~~ 


ro 


wzIo 





had cor- 
ation via 
y the al- 
9inion, it 
che views 
business” 
istration. 


ie engine 
ause thie 
xcept in 
Whitney, 
lead the 
does not 
ny other 
his hints 
irch and 
rked-out 


ill suffer 


rame in-| 


955-1956 
e bought 
ss sched- 
current 
high of 
n is re- 
ies don’t 
f “prof- 
ng than 


field in 
without 
vith nu- 
it seems 
1) AEC 
a deal 
granted 
ch, and 
; to ad- 

—END 


STREET 





> Disclosure that the Defense Department doesn't 





ask for bids in connection with 92 per cent of its 
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inquiry. 


procurement has supplied ammunition for Pentagon 
critics and for small business. 
have much to commend the practice; in fact there is no 
point in asking bids when no competition could result -- 
cases where the entire output of an industry is purchased 
anyway, or where only one company builds to required 
specifications. 
eyebrows and there is grave question whether legality of 





Negotiated contracts 





But the figure 92 per cent raised 








the practice can be established all down the line. 
That question will be answered on the basis of formal 





> Worst offenders, if an offense is involved, 
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are the Navy and the Air Force. Wholesale use of 
negotiated buying was a by-product of the Korean War. 


President Truman gave the Pentagon free rein in that 


rticular. After the Armistice, the 
fense Department was told by Congress to 
return to competitive bids wherever 














ssible. The promise to do so is on the 
cord. How well that promise has been 





spt seems reflected in the report of a 
puse Armed Services investigating 
subcommittee, author of the 92 per cent 
negotiated purchase figures. The Army 
ems absolved from fault; it negotiates 
only 9.4 per cent of its buys without bids. 
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» Ihe Navy appears to believe the 
practice justified, even when the deal is 
completed on the telephone. Bids, said 
Navy spokesmen, often convert jobs into 
auctions which prompted Rep. Edward F. 
Herbert to observe -- "not a bad way to 
get a lower price." The Pentagon procure- 
ment officers are under notice to begin 
taking bids. Otherwise, says the com- 
mittee warning, it will be impossible to 
answer the charge of favoritism in contract 
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money because only in goldfish bowl 
openness can the rightness of prices and 
the wisdom of specifications be 
determined. 











» Refusal of the House of Repre- 
sentatives to vote $14 million to the 
Federal Flood Insurance Administration 
means that the program goes over for one 
year. The parent office, Housing and 
Home Finance Agency has funds at hand 
which could be used for FFIA in its forma- 
tive state, but it has been thought unwise 
to appear to buck the expressed will of 
Congress. Planned was a sharing of the 
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risk between Government and private 
companies. The method had approval on 
Capitol Hill but the lawmakers, deal- 

ing with a program not yet in operation, 
felt it could be sacrificed without much 
public outcry. And to do so would please 
the economizers who point out the budget 
can be kept within reasonable bounds if 
only new projects are withheld. 











» The International Finance Cor- 
poration, a new venture in international 








results of this, and business that will 
come later, will be followed with interest 
by no fewer than 49 nations. That number 
have an investment in the IFC as owners. 
The first loan is $2 million, toward a 

$15 million expansion program for a West 
German-owned electrical equipment plant 
in Brazil. This will spur Brazil's power 
development and aid industrial growth. 

At least a score of other applications are 
Business may become brisk! 

















pending. 





p» IFC is an interesting develop- 
ment of profound implications. Its main 
business is expected to consist of loans 
to domestic firms in underprivileged 
countries, or to subsidiaries of foreign 
firms in which there is some native equity. 
The goal will be to stimulate more private 
investment in factories and other enter- 
prises in countries that are short of 
capital and need help to get into step 
with the more developed countries. 

It is foreign economic aid on the inter- 
national level. IFC grew out of the expe- 
rience of the World Bank whose loans go to 
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nations for public works-type operations. 
Private capital is not available for public 
works, obviously. But the two agencies 
can move side by side, complementing 

each other. 








p» Substitution of private and 
internationally-pooled capital for 
economic aid from the United States will 
be speeded if IFC duplicates the Success 
of the World Bank. Offered is almost 
unlimited opportunity for long term 
investment in the industrialization of 
vast areas of Africa, South America and 
Asia, slowed in past years by the trickle 
of colonial investments. Absence of 
political or strategic strings serving the 
narrow interests of a single nation, is 
considered one of the main sources of 
IFC strength. Local suspicions are being 
liquidated. Already there is talk of 
another IFC-type agency to invest in 
equities and engage in management of 
industries, organizing them, getting them 
in motion -- then stepping out of the 
picture. 





























» Governors have gone back to 
their State Houses convinced that there 
must be a recasting of Federal-State 
functions especially with respect to col- 
lecting taxes and spending money. There 
seemed to be enthusiasm for new divisions 
when President Eisenhower addressed the 
annual conference. But it only dupli- 
cated the sentiments of last year's con- 
ference, the one before that, and others 
back through a dozen years. All of which 
means there is no reason to expect more 
will come of the program this year than 
eventuated in past years. 





























>» The problem is present, and 
growing. In the past decade, the 48 states 
have been spending about $26 billion 
annually for government activity. That 
means the cost has trebled in 10 years; 
in the same period, Federal costs didn't 
guite double. But far from extending the 
control of the states over their own 
business affairs it is demonstrable that 
the outlay was accompanied by increased 
centralizing in Washington. If pending 
legislation for federal aid to schools, 
area rehabilitation, traffic safety and 
disaster relief are added to the huge 
highway program the trend toward big cen- 
tral government will be enlarged. Right 











now it appears both the White House and 
State House are bent on just that. 














Winston Churchill's reminder 
that you cannot debate arithmetic seems 
applicable to the steel price situation. 
Last summer, the United Steel Workers 
bargained themselves into wage increases 
and other benefits that raised the labor 
costs of U.S. Steel by 24 cents an hour. 
The company boosted its prices an average 
of $8.50 a ton to cover the added cost. 

Now there is to be a new price increase of 
about $6 a ton to cover contracted wage 
boosts and new benefits to labor which adds 
21 cents an hour to the labor cost of steel 
production. Inflation is obvious and 
inevitable; everything using steel will 
be affected. 














p> The Farm Belt is displaying irri- 
tability over what the farmers say is 
unjustified criticism of them for the part 
they allegedly played in the living cost 
jump. Ike, they say, has done them wrong. 
The President, discussing the boost, 
played up the fact that food prices led 
the parade with an increase of .7 per cent 
last month while the overall increase was 
-353 per cent. The Farmers Union struck 
back: "Eisenhower echoed the ‘line’ 
developed by a newly-organized big busi- 
ness group called the National Citizens 
Committee to Curb Inflation. Objectives 
of this organization are to defend high 
interest rates, to fight farm programs and 
other general welfare programs, and to 
oppose wage increases for labor." 


























p> The United States is making 
strides in atomic power development -- in 
Brazil. That country has been pushed to the 
threshhold of the atomic age by the arrival 
from the United States of the highest 
power research reactor sent out of this 
country to date. Rated at 5,000 kilowatts 
of heat output, it will produce 50 times 
as much power as the reactor exhibited by 
the United States at the International 
Conference for the Peaceful Uses of Atomic 
Energy at Geneva in 1955. It will be used 
at the University of Sao Paulo for training 
and research in nuclear engineering 
reactor physics, for medical research, in 
biological and chemical studies. It is 
considered of immense importance to 
power-sShort Brazil. 
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Private Investment Abroad 


Superior to Foreign Aid—and Why 


By JOHN H. LIND 


As the great annual foreign aid debate is 
about to come to an end, the realization is gaining 
ground, both in Washington and elsewhere, that the 
United States Government is neither willing nor 
able to provide indefinitely the bulk of the funds 
needed for the economic development of the Free 
World’s less advanced regions. 

In fact, our foreign aid program was never really 
intended to do this. As a quick glance at the accom- 
panying Chart I reveals, of the $57 billion which 
we spent on foreign aid between July Ist 1945 and 
June 30th, 1956 only one eighth consisted of straight 
economic aid to the so-called underdeveloped coun- 
tries. Up to 1952, the vast bulk of our aid went to 
Western Europe to help rebuild the war-torn econ- 
omies of that area, under the principles of the 
Marshall Plan. This type of aid was eminently suc- 
cessful because it was limited to a specific purpose 
which was fully achieved. Consequently, economic 
aid to Western Europe (and also to Japan) began 
to taper off significantly after 1952 and, as Chart II 
shows, were only 10 percent of our total foreign 
assistance expenditures in fiscal 1956 (in the cur- 
rent fiscal year this share is still lower). 

At the same time two new types of foreign aid 
programs began to loom increasingly large in our 
foreign expenditures. One was for the purpose of 
supporting the military programs of our allies in 
NATO and SEATO and the other was for economic 
aid to underdeveloped areas. 

The military aspect of our aid program is really 
part of our overall defense policy (although a sig- 
nificant share of it spills over into the economic 
sector of the recipient nations). It can therefore 
only be evalued within the framework of our world- 
wide military commitments, alliances and obliga- 
tions. It is to be hoped that this program may be 
sharply reduced once a certain specific level of mili- 
tary preparedness has been achieved by our allies. 

The other type of aid program currently on the 
increase is of a quite different nature. Economic aid 
to the underdeveloped nations of the world is a 
bottomless pit into which we could pour astronomic 
sums for endless periods without ever seeing an end 
to it. On the contrary, the more money our govern- 
ment allocates to this type of aid the more it com- 
mits itself to continue it. Once a recipient nation has 
become conditioned to rely on such outside assist- 
ance, it would become increasingly difficult to de- 
prive it of same. 

This does not mean that the economic growth of 
the underdeveloped countries is of no concern to 
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us. Most students of international affairs agree that 
it is no longer tenable or desirable that two thirds 
of the Free World’s inhabitants should live on an 
average annual per capita income of $100 while the 
other third has between ten and twenty times that 
much. It is also agreed that a basic change in this 
situation can only be brought about with the active 
participation of the capital-exporting nations—of 
which the United States is by far the largest—since 
local capital formation in the under-developed coun- 
tries is, as yet, quite insufficient to do the job alone. 
Furthermore, we know that the more developed a 
nation’s economy is the more opportunities it holds 
for the exports of other countries and the more it 
can contribute to world trade in general. If the 
effective demand of the inhabitants of Free Asia 
could be raised by only a couple of percent above its 
present bare subsistence level it would mean a multi- 
billion dollar additional export market for the in- 
dustrialized nations of the world. 

The big question is who should undertake the job 
of financing this gigantic development program. Our 
government can make some contribution to it but 
it can only be of a very limited scale and for very 
specific purposes such as for roads, schools, disease 
combating and similar types of basic investments 
for which no other funds would be available. Even 
in those cases the money should never be given in 
the form of grants but rather as fully repayable 
loans, bearing a reasonable interest rate. It is whole- 
some that more and more members of Congress and 
U. S. Government officials are now accepting this 
approach. For the American taxpayer cannot be 
expected to go on making gifts to other countries 
for the vague, general purpose of economic devel- 
opment. 








CHART I 
United States Government Expenditures for Foreign Assistance 
11 years- July 1, 1945 to June 30, 1956 
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The bulk of the job should, therefore, be left tof 





Pollo 
private industry which is both willing and able to - ‘_ 
undertake it and for reasons quite different and ; 
much more acceptable to foreign countries than the - 
actual or impugned reasons behind our govern-p @! 7s 
ment’s foreign aid policy. - idgneeg 

In the private enterprise system it is axiomatic dt ; 
that companies invest abroad to make a profit, and" cs 
for no other reason. There is no political ideology} ge 
to be promoted or defeated where the hard dollar lovl 
is concerned. For this very reason it has a far higher§ = ©” 
degree of efficiency in developing foreign resources} ul : 
than government-sponsored aid and a far higher u P 
degree of acceptance in the underdeveloped countries, )!" “> 

Theoretically, there should be no competition b2-§‘° 
tween these two types of capital outflow. All projecssg™ |‘ 
with any sound commercial potential should be leftg™ ‘“ 
to private enterprise while those that are absolute y§*' °“ 
necessary but carry no economic incentive shou d 
be financed by foreign government loans. 

Disadvantages of Government Aid = : 

Actually, however, this is riot always so. As weg 
have seen in the case of our own foreign aid, bene- ,P - 
ficiary nations are often unwilling to relax local} - = 
laws and regulations which are diminishing the I o 
attractions to American investment dollars. The b is 
reason is that as long as U. S. government funds) ¢ P 
are available there is no real incentive to bid fer)” ~ 
private foreign capital and thereby antagonize some ; 
local vested interests. : e* 

India is a good case in point. Our economic aid P * 
to that country has been fairly substantial. Yet it) ° , 
is continuously narrowing the investment possibili- - 
ties for private capital while expanding the “‘socia’- ces 
ist” sector of its economy. Were India not able to ye 
rely quite so confidently on a continuation of U. S. y VF 
Government aid and of government-financed World ee 
Bank aid there is no doubt that it would slow down Vi uit 
its socialization program for fear that it might | that : 
frighten potential foreign capital away. I Gt te 

A somewhat similar situation exists in Bolivia y 
where the government would probably have already | . A 
taken much stronger measures to combat the run-/ 5'@"% 
away inflation, engendered largely by continued) ¥0"S 
deficit financing and the granting of ever higher) >! A! 
wages to the powerful labor unions, had it not been | ™ th 
able to count on fairly generous U. S. aid shipments. }°! th 
According to George J. Euler, recent U. S. economic § ¥*% 
advisor to Bolivia, “in the last three years, the th 
Bolivian tax payer has paid, in taxes and customs ) °°@?s 
duties, less than half as much as the American tax ) !™'P° 
payer has paid to support the Bolivian economy.” U. S. 
Yet, ironically, our own well-intentioned contribu- ) PO" 
tions probably help to maintain an economic state tions 
of affairs in Bolivia which is hardly designed to) ™ ll 
attract private foreign investment. fi - 

Thus, U. S. Government investment abroad, on “ ifs 
a grant or on a loan basis, unless carefully tied to butio 
specific, useful but non-commercial projects, is not nah 
only a burden on our tax payers but may also pre-/ *’, 
vent the proper functioning of genuine economic Th 
motives in the field of foreign investment. wees 

That, given a chance, private capital can do ar ; “ a 
important job abroad has been proven in virtually prive 
every report and study on the subject. a ful 

The American Enterprise Association, Inc., made | 1957. 
a study of it for the U. S. Senate and reported the | by tr 
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following contributions to the less developed coun- 
try, flowing from American investment: 

‘apital is supplied directly ; our firms make avail- 
able initiating and organizing ability; skills are 
transferred and jobs created; our investments in- 
duce local capital to undertake many complementary 
in estments; modern marketing is encouraged; low- 
m rgin high-volume price philosophy stimulates the 
lo. .] economy ; capital markets are broadened ; there 
is -ome streamlining of government-industry rela- 
ti nships; our firms help to induce a shift of atti- 
tu es favorable to enterprise and growth; American 
investments encourage non-American foreign in- 
ve-'ments; American firms abroad expand employ- 
opportunities, train skilled workers, offer 
m nagerial jobs to local citizens, and help mod- 
e? ize production. 


The Benefits of Private Enterprise 
yme concrete examples of the benefits of private 


er erprise to underdeveloped countries is provided 
b\ a series of case studies on United States business 


. F 

ya ormance abroad, made by the National Plan- 
t localg mes Association. One of these concerns is The F ire- 
iz theg Stone, Tire and Rubber Company with interests in 
; The Liveria where the company has operated large rub- 
funds @ O°" plantations since 1926. According to the study’s 
id fora! lings, Firestone has occupied a unique position 
> some § W thin Liberia: (1) It is the largest employer, the 
largest taxpayer and the largest importer and ex- 
ic aig Porter in the country. (2) It is the largest trainer 
Yet te? human skills. (3) It is the pace setter for the 
ssibili-§ © le country in establishing rising consumption 
social-& P tterns and health and educational standards; in 
ble to4®' mulating productive efficiency, research and de- 
U. s__ velopment, and the spirit of enterprise. Finally, 
World (4) it has helped to make possible Liberian Presi- 
earl d nt Tubman’s open door policy for private foreign 
might capital by proving through its own performance 
)that responsible private enterprise could bring bene- 

olivia fits to Liberia. 
ready). 4 Similar finding was made in the case of the 
» run-| Standard Vacuum Oil Company’s Indonesian opera- 
‘inued | tions of which the NPA said, “Companies such as 
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)STAN-VAC, identifying their long-run profitability 


with the long-run economic and social development 
of the countries in which they operate, provide pri- 
vate technical and capital assistance while adapting 
to the requisite cultural and political envronments.” 
Sears, Roebuck’s Mexican business (which at first 
imported virtually all its merchandise from the 
U. S. but now buys mostly from thousands of local 
producers), Creole Petroleum’s Venezuelan opera- 
tions or W. R. Grace’s Peruvian business, all have 
well measured up to the NPA study’s criterion that 
“certain ... U.S. private enterprises operating in 
foreign countries have made contributions to the 
welfare of those countries and that these contri- 
butions have resulted from the foresight of man- 
agement.” 

The effects of private U. S. investment on the 
economic development of an entire continent has 
been described by the U. S. Dept. of Commerce in 
an extensive pioneer study of our $7 billion direct 
private investments in Latin America. We devoted 
a full article to this study in our issue of March 16, 
1957. Even more striking are the benefits reaped 
by the Middle East oil countries from the U. S. and 
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CHART II 
United States Government Expenditures for Foreign Assistance 


1 year- July 1, 1955 to June 30. 1956 
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Western European oil companies operating on their 
soil. These countries’ annual] royalties of $1 billion, 
tremendous though they loom in their total national 
incomes, are only a part of their overall benefits in 
terms of new local industries, better health stand- 
ards, new skills, etc. The economic progress in the 
Middle East since the end of World War II has been 
at a considerably faster rate than in any other un- 
derdeveloped region of the world. The credit for 
this goes almost exclusively to the foreign oil com- 
panies whose local technical assistance program, 
though only a by-product of their reasons for being 
there, has been far bigger than anything the U. S. 
or the U. N. has been able to do anvwhere in the 
world. 

But the benefits accruing to the foreign countries 
are only one side of the coin. The great postwar 
expansion of United States enterprise abroad which 
the Department of Commerce recently termed “one 
of the most dynamic aspects of postwar interna- 
tional economic relationships” has been motivated, 
above all, by the profitability of foreign investments, 
either in terms of new markets or of new suppl) 
sources for needed raw materials. 

The yield of these investments for the vears 1950 
and 1951 (the most recent ones for which complete 
figures are available) are shown in the accompany- 
ing Table III, prepared by the U. S. Government. 
According to this table all but one type of industrial 
foreign investments yielded higher profits abroad 
than in the United States. In 1950 the average of 
all U. S. industrial investments abroad produced a 
vield of 15 percent of the investment value, com- 
pared to 11.2 percent for similar types of domestic 
investments. In 1951 the average foreign yield was 
even higher, 17.1 percent, while the comparable 
domestic yield had shrunk to 9 percent. The only 
industry for which the domestic yield was higher 
in both years was the (Please turn to page 550) 
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| BANK STOCKS AS) |, 
INVESTMENTS TO-DAY 


P rice inflation has not touched the bank§ 
stocks. Despite all the good news, the higher inter-§o b 
est rates, the very favorable earnings reports, the h 
dividend increases, etc., the bank issues just seen§as Fi 
to be following in the wake of the proverbial sh p¥t 
without a rudder. I 

There does not seem to be any clearly defined§ timid 
pattern to their meanderings. As one dealer pu sf, 
it: “if you breathe hard on them, they go down ’.§, 
What he means, of course, is that the so-called} 
market for these issues is so thin today that almost§ eq iit 
anything wil] disturb their peace and quiet. n¢ 

It is this kind of climate in which we find theo th 
bank-share market as we enter into the third§Tiis 
quarter of this year 1957—a year that very welll b rge 
may be the most profitable the banks have experi-f cent 
enced in this century to date. It will certainly be? next 
one of the best. Credit is being sought after in ever) temb 
bigger chunks and at good rates and, from the looks) 1956- 
of things, money will continue to be in strong) most 
demand. Sir 

There is no question that Bank earnings, which) and « 
were good last year, and better so far this year,} thous 
will continue to be good for sometime to come. 

Therefore, it is hard to reconcile the poor market} f= 
action of these once-popular issues, which are now 
available on a yield basis approaching the 5% level, 
with some returning even a higher rate, and well} 
covered by earnings that warrant continuation of}}| 
current cash dividends and perhaps further in-}]} 
creases! 

Indeed, it is seldom that an opportunity to pur- 
chase these high-grade issues presents itself so 
clearly. Price-earnings ratios are extremely fa-§}) 5" 
vorable at these levels, and we concur with those Bes 





who believe that stocks bought here will substan- Che 
tially reward the investor over the longer term. “p 
e 


Such an opinion is rather hard to find fault with. 
Market action for the past nine months and so§}| & 
far this year has been very disappointing to bank i 








shareholders. oe 

The bearish trend got un-}]} ** 

derway about Election Day§]} ™ 

last November. Until then} %™ 

~=Y bank stocks had been doing§}| "”' 
fairly well. The price index#|} ™ 

had been moving up since late = 


in May last year and all 
seemed serene. In the News} N* 
York City bank market, First}}} 
National City stock had the}]) ** 
bit in its teeth and was ahead 
in the stretch. By Election 
Day it had risen by some}—— 











524 THE MAGAZINE OF WALL sTReeEt 244! 








dozen or more points to a high price of 72%4, at 
which price its ten million shares were worth 
$727,500,000. 


Bank Holding Co. Proposal 








t was at that juncture that the management of 
the bank decided to announce their rather ambi- 
tious proposal to form a bank holding company 
under Federal laws and to merge the County Trust 
Co. of White Plains. That seemed to be the signal 
to -ell the bank stocks. Inside of a month they had 
fe'ien by some 6% and City stock was down to 661. 
RB. the close of 1956 it had struggled back up to 
about 68, rose to 6914 early in January of this year, 
ar | then started on the long road down to its re- 

e bank ct low of 61 where it was off almost 12 points 
* inter-§o «bout 16% from the high of last November. 
"ts, the his action on the part of such a high-grade issue 
t seen§as First National City was sure to put a crimp in 
al sh p§the entire bank-share market and it did just that. 
In'erest lagged and dealers became more and more 
defined§ timid with their bids until the market was almost 
r pus§do mant, At the end of June the price index was 
down ’.§o about 8 points or better than 10% and the 
-called§ bank stocks were a thoroughly deflated group of 
almost§ eq iities. 
ncome return at the recent lows was about 5% 
nd the} on the average stock—yet there were but few takers. 
third} T).is recent chance to purchase good bank stocks at 


‘Vv welll bargain levels was the fifth such opportunity in re- 
experi-) cont years: The first came in January of 1955—the 
nly be? next in the so-called “heart attack market” of Sep- 
in ever) tember and October of that year—again in February 
e looks) 1956—and the following May of the same year—and, 
strong) most recently, at the lows in June 1957. 

Since then the publication of the mid-year reports 
which} and earnings figures have acted as a tonic. But al- 
year,} though the bank stock price index pushed up about 


. 
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2 points in the opening days of July trading, it only 
succeeded in bringing prices back to the levels of 
last February. This, although the shares of the lead- 
ing banking institutions are still selling low in rela- 
tion to earnings and have not yet discounted the 
excellent prospects for the year ahead. 


First National City Bank 


This stock continues to remain an outstanding buy. 
As part of an overall strategy in their long range 
planning, the City management has offered their 
shareowners the right to subscribe on or before July 
22nd to an additional 2,000,000 shares of stock at 
$60 per share in the ratio of one for five. The 
$120,000,000 secured through sale of the new shares 
will raise the bank’s capital funds to approximately 
$726,000,000, including those of its trust affiliate; 
the 12,000,000 shares to be then outstanding will 
possess a Book Value of about $60.50 each. The 
bank’s legal lending limit will be increased from its 
current $50,000,000 limit to $62,000,000 to any single 
customer. In addition to the admitted capital funds of 
$726,000,000 or thereabouts, there already exist in 
the bank a total of unallocated reserves exceeding 
$100,000,000 or some $8.33 per share on the in- 
creased number of shares. The $3.00 dividend rate 
is well covered by the expected net earnings of about 
$5.00 per share. 


Bank Holding Company Act 


While there is no doubt about the success of the 
sale of these new shares, considerable mist obscures 
the outcome of the earlier propoal to form a holding 
company under the recently enacted Bank Holding 
Company Act of 1956. 

Application was made on November 5, 1956 to the 
Board of Governors of (Please turn to page 563) 
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‘e now Statistical D — 
le vel,| Statistical Data on Leading an Stocks 
d well (Millions) 
ion of Total Deposits Loans and Discounts U. S. Govt. Securities Book Value Earnings per Share* Indicated Recent Dividend 
— June 30, Dec. 31, June 30, Dec. 31, June 30, Dec. 31, per Share Ist Half Year Current Bid Yield 
er in- 1957 1956 1957 1956 1957 1956 June 30 / 57 1957 1956 Dividend Price % 
0 pur- American Trust, San Francisco $1,455 $1,487 $ 851 $ 840 $ 343 $ 372 $38.77 $162 $375 $160 $ 36 4.45 
elf so Crocker-Anglo, S. F. 1,329 1,369 779 761 325 325 25.55° 1.09 2.57 1.20 27 4.45 
ly fa- Bank of Amer., S. F. 8,937 8,993 5,352 5,352 1,803 1,770 21.99% 1.37 2.89 1.80 36 5.00 
those Bankers Trust, N. Y. 2,384 2,484 1,573 1,469 381 422 61.50 2.67 5.02 3.00 62 485 | 
bstan- Chase Manhattan, N. Y. 6,694 6,928 3,863 3,732 1,033 1,073 45.13 2.06 3.78 2.40 482 4.95 | 
term. Chemical Corn Exchange, N.Y. 2,729 2,760 1,559 1,483 434 462 44.43 2.23 3.87 2.00 48'2 4.10 | 
with. Cleveland Trust Co. 1,339 1,389 764 734 334 350 238.78 n.a. 24.96 6.00 230 2.60 
ind so Continental Illinois, Chicago. 2,293 2,497 1,167 1,167 574 731 88.12 n.a. 7.67 4.00 8412 470 | 
. bank First National City, N. Y. 6,614 6,672 3,880 3,708 1,028 1,184 60.96! 2.88! 5.20! 3.00! 62 485 | 
First National of Bost 1,563 1,539 8784 938 252+ 292 61.42" 3.32 6.01 3.05 68 444 | 
ot un- First National of Chicago 2,549 2,649 1,556 1,505 564 572 238.54 n.a. 20.55 8.00 312 255 | 
1 Dav Guaranty Trust, N. Y. 2,457 2,543 1,591 1,573 509 688 68.78 2.50 4.71 3.20 65'2 4.90 
then Hanover Bank, N. Y. 1,625 1,654 934 911 272 316 45.10 2.03 3.78 2.00 43 4.65 
doing Irving Trust, N. Y. 1,497 1,539 830 785 329 398 26.00 1.34 2.56 1.70 32'2 5.20 
index Manufacturers Trust, N. Y. 2,663 2,845 1,190 1,165 649 697 42.05 2.04 3.59 2.00 4! 4.90 
ce late Mellon National Bank 1,721 1,736 957° 930 381° 369 106.10" sn... 7.70 4.00 112 3.60 
id all National Bank of Detroit 1,779 1,854 590 588 610 699 47.77 2.55 4.82 2.00 532 3.70 
New New York Trust 682 733 412 406 150 171 67.00 2.82 5.49 3.50 72 4.85 
First Philadelphia National Bank 879 957 478 463 155 153 32.34 n.a. 2.82 1.80 36'2 4.90 | 
id the! Security-First Natl., L. A. 2,401 2,338 920 878 1,050 1,035 37.82 n.a. 3.52 1.60 44'2 3.60 
ahead *Net operating or indicated earnings. lincluding City Bank Farmers Trust Co. 'Dec. 31, 1956. 
ection “As of June 6, 1957. ‘As of March 14, 1957. 
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People are “eating higher on the hog” than 
ever before—to use a homely colloquialism. Expendi- 
tures for “three square meals” a day — along with 
midnight snacks and picnics—are budgeted for 1957 
at about $74 billion, compared with an estimated $70 
billion for 1956. Consumption on a tonnage basis has 
not registered such rapid gains, because food prices 
have increased moderately and distribution costs, 
which must be taken into account at the retail level, 
have climbed sharply. 

The country’s larger food budget may be attri- 
buted in large measure to our rising population and 
to mounting personal income supported by a high 
level of industrial activity and recurrent wage in- 
creases. Consumption in terms of dollars has been 
stimulated by aggressive development of so-called 
convenience foods and by development of new prod- 
ucts or fresh adaptations of older lines. The modern 
trend of living for younger couples, which finds 
both man and wife earning a livelihood, has encour- 
aged development of prepared meals which may be 
warmed and served with comparatively little effort 
on the part of the housewife. Modern freezing 
processes have made possible, the preparation of all 
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Mid-Year Appraisal of the 
Food Processors 
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kinds of food products in this fashion. 

Because of conveniences offered, it is evident tha 
smaller amounts of food command higher retail 
prices and, therefore, explain larger budgets fo 
meals than might have been the case years earlie 
when the housewife was called upon to prepard@ 
meals from unprocessed raw materials. In houseg 
holds where both spouses are employed the family 
income is sufficient to support a relatively high foo 
budget. Statistics indicate that about a quarter ol 
disposable national income is devoted to food for th@ 
family. On the basis of estimated disposable incom@ 
this year of about $296 billion, it may be assumed 
that the country’s expenditures on food may risé 
slightly more than 5 per cent over last year’s esti 
mated $70 billion. 

Another development of recent years has been thé 
effort on the part of bakers and other processor 
to put on the market tempting snack treats to aj 
peal to leisure time parties. Increasing popularity) 
of the “coffee-break” interlude in offices and indus 
trial plants also has boosted the market not on) 
for hot drinks but also for cookies, potato chips 
sweet crackers and cakes, that lend themselves t 
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Ist Quarter 



















C. (mil.) ‘55—$15.8 
C. (mil.) ‘56—$15.7 


ATRICE FOODS $ 82.9 1.4% 56 
v.C. (mil.) ‘55—$32.4 


W.C. (mil.) ‘56—$34.1 


$ 87.7 1.4% 


H-N’T LIFE SAVERS n.a. n.a. 52 
Cc. (mil.) ‘55—$30.4 
C. (mil.) ‘56—$43.0 


ST FOODS n.a. n.a. 
(mil.) ‘55—$19.1 
v.C. (mil.) ‘56—$21.3 


© 


RDEN CO. 203.3 221.7 1.9 2.0 86 
C. (mil.) ‘55—$119.4 

Cc. (mil.) ‘56—$118.2 

LIF. PACKING n.a. n.a. 


C. (mil.) ‘55—$105.3 
C. (mil.) ‘56—$110.9 
MPBELL SOUP CO. 


228.4" 228.1" 7.1 69 
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C. (mil.) ‘55—$141.0 
c. (mil.) ‘56—$142.0 


ONSOL. FOODS 174.4° 231.2" 1.3 1.1 1.37 

C. (mil.) ‘55—$35.0 

C. (mil.) ‘56—$45.8 

DNTINENTAL BAK. 65.7 73.6 2.0 2.1 79 
N.C. (mil.) ‘55—$19.9 

C. (mil.) ‘56—$22.9 

ORN PROD. REF. 73.1 76.5 6.1 5.1 48 


N.C. (mil.) ‘55—$49.8 
N.C. (mil.) ‘56—$51.2 


CREAM OF WHEAT n.a. n.a. 54 
W.C. (mil.) ‘55—$4.6 
W.C. (mil.) ‘56—$4.8 


FOREMOST DAIRIES 
W.C. (mil.) ‘55—$44.0 
W.C. (mil.) ‘56—$47.9 


GENERAL BAKING n.a. n.a. 1 
W.C. (mil.) ‘55—$18.3 
W.C. (mil.) ‘56—$10.8 
GENERAL FOODS 


W.C. (mil.) ‘55—$188.3 
W.C. (mil.) ‘56—$192.3 


86.7 94.4 3.3 3.3 .30 


664.0" 703.5" 43 4.4 


'~9 months ended March 31. 
“—Years ended June 30. 

'—6 months ended January 29. 
'—Years ended July 31. 


W.C.—Working capital. 
n.a.—Not available. 


American Bakeries: Slower pace in earnings improvement indicated for this 
ear in reflecting higher costs and high prices of raw materials 


Beatrice Foods: Better growth potential indicated in acquisition of non 
dairy lines. Uptrend in personal income points to further sales rise. Good 
hance of modest dividend increase seen. (Al 


Beech-Nu? Life Savers: Enlarged facilities, reinvigorated sales efforts and 
vtroduction of new items contributed to uptrend in sales. Operating econ 
mies expected to sustain earnings gains. (Al 


Best Foods: Greater stability in raw materials prices, especially vegetable 
ils and peanuts, should contribute to more sctisfactory results. (BI 


Borden Co.: Expansion potentials limited aside from natural gains from 
population growth. Increasing emphasis on non-dairy activities helps offset 
ptrend in operating costs. (Al 


California Packing: Benefits of modernization program and expansion of 
packing facilities showing up in operating economies. Sales enlarged by 
anadian merger. Further rise in earnings and dividends seen. (B1 


Campbell Soup: Current margins being restricted to some extent by un- 
sual costs of product development and plant expansion. Non-recurring 
harges involved in Swanson merger hampering 1957 profits. (A2 


A)—Best Grade 

B)—Good Grade. 
C)—Speculative. 
D)—Unattractive. 


tATINGS: 


Statistics on Leading Food Processors 


3.07! 


1.53" 


2.43" 


Full Year 


Net Sales Net Profit Margin Dividend Per Share Indicated 
1956 1957 1956 1957 Net Per Share Earned Per Share Indicated Price Range Recent Div 
(Millions) % Se 1956 1957 1955 1956 1956 1957 1956-1957 Price Yield 
SMERICAN BAKERIES n.a. n.a. $ .85 $ .99 $3.22 $3.52 $2.10 $2.10 37 -30 34 6.1% 


57 3.01 3.43 1.64 1.75 3734-30 33.0553 


55 2.02 2.49 75 1.50 33 -26'2 33 4.5 


2.78! 3.28- 4.53- 3.00 3.00 $334-43 4 65 


99 4.61 5.01 2.80 2.80 64 -5.54 61 45 


5.15 5.67 2.00° 2.20' 48 -36% 40 5.5 


2.73° 2.74! 1.50 4358-32'2 33 45 


1.20 1.53- 1.45- 1.00 1.00 18'2-145%8 4846415 6.6 
95 4.76 4.59 2.00 2.00 3634-28'2 31 6.4 
54 2.29 2.36 1.50 1.50 32%-27'2 30 5.0 
62 1.88 2.03 1.85 1.85 30°s-28's 29 63 
43 1.08 1.38 1.00 1.00 21's-16 17 5.8 
23 92 1.12 .60 60 10’s- 9 10 8646.0 

2.68' 3.31 3.61 1.77 2.00 505s-21's 44 4.5 


—36 weeks ended March 10 
"—9 months ended Dec. 31, 1955 and 1956 


‘—Plus stock. 
‘—Plus 1/10 sh. Foremost Fin. & Equip. Co 


Consolidated Foods: Leading wholesale grocer has expanded operations 
in canning and preparation of foods. Record sales and earnings estimated 
for fiscal yeor just ended. Adequate margin for $1 dividend. (C2 


Continental Baking: Rising distribution costs and restrictive effect on mar 
gins, of competition in the frozen foods division contributing to unsatis 
factory earnings trend recently. (B1 


Corn Products Refining: Further modest progress in earnings indicated from 
more aggressive promotion of diversified lines. Promising outlook for sugor 
demand a favorable factor. (Al 


Cream of Wheat: Stability of earnings and dividends evident but little 
indication of growth. Net estimated at about $2 a share for year and 
dividend of $1.60 may be supplemented with 25¢ extra. (B1 


Foremos? Dairies: Prospect for development of growth areas in 


South and 
on Pacific Coast is plus factor for this company 


$1 dividend safe. (B1 


General Baking: More vigorous growth anticipated from expansion on West 
Coast should improve earning power. Modest dividend expected to hold 
as profits improve. (B1 


General Foods: Increasing demand for packaged foods in supermarkets ex 
pected to contribute to moderate sales and earnings gain this year Al 


1—Improved earnings trend 
2—Sustained earnings trend 
3—Lower earnings trend 








ves 1 
ULY 20, 1957 


STREET 


527 
































Statistics on Leading Food Processors—(Cont'd ) 


Ist Quarter Full Year | 
Net Sales Net Profit Margin Dividend Per Share Indicated 
1956 1957 1956 1957 Net Per Share Earned Per Share Indicated Price Range Recent Div. 
(Millions) %o % 1956 1957 1955 1956 1956 1957 1956-1957 Price Yield 
GENERAL MILLS $255.6! $259.5! 1.9% 1.9% $1.98! $1.97! $5.02 $5.68 $3.00 $3.00 7134-57% 59 5.0% i 


W.C. (mil.) ‘55—$67.9 
W.C. (mil.) ‘56—$73.9 


GERBER PRODUCTS CO. 69.9" 78.0° 5.6 7.3 1.83" 


W.C. (mil.) ‘55—$19.9 
W.C. (mil.) ‘56—$24.7 


HEINZ, H. J. 128.7? 139.7% 4.1 3.9 3.10% 


W.C. (mil.) ‘55—$85.8 
W.C. (mil.) ‘56—$86.8 


LIBBY McNEILL & LIBBY 146.8° 148.2" 2.3 1.0 87° 


W.C. (mil.) ‘55—$74.4 
W.C. (mil.) ‘56—$72.9 


NATIONAL BISCUIT 100.4 102.0 46 46 66 
W.C. (mil.) ‘55—$48.2 
W.C. (mil.) ‘56—$50.1 
NAT. DAIRY PROD. 327.5 350.0 3.0 2.2 73 


W.C. (mil.) ‘55—$169.3 
W.C. (mil.) ‘56—$171.2 


PENICK & FORD n.a. n.a. .66 
W.C. (mil.) ‘55—$12.9 
W.C. (mil.) ‘56—$12.2 


PET MILK 42.0 48.0 3 
W.C. (mil.) ‘55—$17.7 
W.C. (mil.) ‘56—$18.1 


PILLSBURY MILLS 165.4! 165.6! 1.7 1.3 2.84! 
W.C. (mil.) ‘55—$44.7 
W.C. (mil.) ‘56—$44.2 


STANDARD BRANDS 117.8 129.3 2.5 2.7 .87 
W. C. (mil.) ‘55—$86.3 
W.C. (mil.) ‘56—$95.6 


STOKELY-VAN CAMP 64.6! 75.2! 2.4 2.9 91! 
W.C. (mil.) ‘55—$164.7 
W.C. (mil.) ‘56—$153.8 


SUNSHINE BISCUITS n.a. 
W.C. (mil.) ‘55—$29.0 
W.C. (mil.) ‘56—$29.9 


UNITED BISCUIT 33.3 34.6 2.4 2.3 75 
W.C. (mil.) ‘55—$14.0 
W.C. (mil.) ‘56—$16.0 
WARD BAKING n.a. n.a. a 02 


W.C. (mil.) ‘55—$9.8 
W.C. (mil.) ‘56—$8.1 


n.a. 1.45 


W.C.—Working capital. 
n.a.—Not available. 
“__Deficit. 


General Mills: Despite gradual per capita decline in flour consumption and 
keen competition, flour milling remains primary activity. Diversification helps 
sustain earnings uptrend. (Al 


Gerber Products: Big baby crop will grow bountiful harvest of sales and 
profits for this largest baby food producer. Earnings have shown a steady 
rise. Dividends have averaged 40% of earnings in past five years. (BI 


Heinz (H. J.) Co.: Popularity of packaged prepared foods and aggressive 
merchandising account for steady gains in volume. Earnings likely to im- 
prove moderately. (A1) 


Libby, McNeill & Libby: Disappointing results in frozen food division ac- 
count for indicated earnings setback in fiscal year just ended. Little im- 
provement indicated for near term. (C3 


National Biscuit: Further benefits of modernization program around New 
York anticipated from new activities this year. Research and aggressive 
promotion should sustain earnings rise. (Al) 


National Dairy Products: Rising distribution costs and continued heavy ex- 
penditures on plant improvements may retard earnings this year. (Al) 


Penick & Ford: Continued progress in sales and earnings seems likely as 
result of aggressive management. Modest earnings gain estimated for 
this year. (B1) 


(A)—High-grade investment quality. 
(B)—Good Grade. 
C)—Speculative. 
(D)—Unattractive. 


RATINGS: 


1—6 months ended Nov. 30, 1955 and 1956. 
2—Year ending March 31, 1956 and 1957. 
%—9 months ended Dec. 31, 1955 and 1956. 


2.73° 2.84- 3.69- 1.35 1.80 62'2-40'2 56 3.2 
3.20! 5.02 6.09 1.80 2.20 60 -46% 49 4.4 
355 1.35 2.05 1.00 1.00 1814-10 10’ 9.5 


68 2.59 2.90 2.00 2.00 40 -34% 38 5.2 


56 2.98 3.02 1.75 1.80 4258-33 33.5.4 
70 2.71 2.64 1.50 1.60 28\4-23% 26 6.1 
66 4.50 6.06 2.00 2.00 54 -45% 49 4.0 
2.25! 5.37 4.42 2.50 2.50 59%4-40% 40 62 
1.05 3.01 3.48 2.25 2.25 44\8-3654 40 5.46 
1.29! 2.29 2.68 1.00 1.00 208-1654 18 5.5 


1.52 5.94 6.20 4.00 4.00 78 -66 71 5.6 
73 3.30 3.47 1.40 1.40 3234-26 27~—= 5.1 
02 1.53 1.22 1.00 1.00 17%-1258 15 646 


'—6 months ended Oct. 31, 1955 and 1956. 
°—26 weeks ended Dec. 31, 1955 and 1956. 
'—Plus stock. 


Pet Milk: Emphasis on evaporated milk and higher costs for development 
of new markets may retard earnings growth this year. Dividend expected 
to hold recent $2 pattern. (BI 


Pillsbury Mills: Emphasis on development of convenience foods expected 
to improve margins in time. Keen competition in ready-mixed baked prod- 
ucts restricting earnings. (A3) 


Standard Brands: Increased marketing costs tending to retard margins in 
face of promising sales gain. Excellent progress in corn refining activities 
offset by disappointing frozen foods margins. (Al) 


Stokely-Van Camp: Better control over costs and move toward production 
of own can requirements helped upturn in earnings for year just ended. (C1) 


Sunshine Biscuits: Basis for further growth laid by acquisition of units in 
potato chip and snack food lines which management plans to enlarge. Im- 
proved margins indicated from upsurge in sales volume. 


United Biscuit: Continued recovery from depressed showing caused by mod- 
ernization program anticipated this year in spite of higher wage costs and 
abnormal plant rearrangement expenditures. (B1) 


Ward Baking: Despite prospect of modest earnings improvement this year, 
company’s record has been unimpressive. Has lost ground in keen compe- 
tition. Relatively thin coverage for $1 dividend. (D3) 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 
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packaging in cellophane or plastics for in-plant dis- 
tribution. 


Biscuit Companies Add New Treats 


Along this line, National Biscuit and Sunshine 
Biscuits have adopted aggressive expansion pro- 
grams. The former has researched and produced a 
wide variety of cracker snacks as well as pretzels, 
many of which are designed especially for “dips” at 
afternoon bridge parties and teas, where servings 
include cheese spreads on crackers. National’s man- 
avement is confident that vigorous promotion of 
newly developed snack products will contribute im- 
» vtantly to sales this summer. Progress in this di- 
roction has been accelerated by construction of a 
large research center in northern New Jersey in 
c« junction with a modern baking plant designed 
t. serve the New York metropolitan area. Benefits 

m these improvements are counted on to bolster 

7 earnings. 

sunshine acquired through exchange of stock three 

ns that had grown rapidly in making and distri- 

ing packaged potato chips and snacks. Man- 

‘ment embarked upon a plan for substantial en- 

gement of facilities. Promotion of these items is 
©» pected to result in significant sales gains. Earn- 

s likewise should improve in due course. With 

or leaders pressing for shorter work weeks, it 
ray be assumed that Americans will have more— 
t less—leisure to be devoted to sports, do-it-your- 
if work at home and other activities that ordinar- 

encourage consumption of snack foods. 


ss 


Canners Expand Into Frozen Foods 


The major canners have noted potentialities in 
nvenience foods and have embarked upon pro- 
rams involving preparation of foods in containers 
other than tin cans. Libby, McNeill & Libby, for 
example, has moved into frozen foods on a broad 
front. Products include not only vegetables offered 
in the familiar paperboard cartons but also frozen 
orange concentrate. This venture has involved prob- 
lems in buying raw materials as well as in market- 
ing, and results have not always been as satisfactory 
as could have been desired. 

Campbell Soup also has sought diversification in 
other than traditional products. This company’s 
principal effort along this line was the acquisition 
of Swanson Company, nationally known manufac- 
turer of meat pies, prepared dinners and fruit pies. 
Through this consolidation, Campbell obtained a 
leading position in distribution of frozen prepared 
meals. Large sums have been earmarked for con- 
struction of additional facilities for development of 
this new project and for enlargement of marketing 
areas, Necessity for closing some Swanson branches 
and adjusting operations otherwise seems likely to 
retard earnings improvement for a time. 

Stokely-Van Camp acted to broaden its line of 
frozen food products through acquisition of Fair- 
mont Canning Company of Minnesota, which was 
engaged in processing frozen foods. Thus Stokely 
has been able to enlarge its line of products to in- 
clude meat and fruit pies which previously had been 
purchased from other producers for distribution by 
wg Enlargement of this activity is contem- 
plated. 


JULY 20, 1957 


Bakers Diversify 


Major bread bakers have endeavored to extend 
their markets through other than conventional 
means. Continental Baking, for example, branched 
out into new lines through acquisition of Morton 
Frozen Foods. Vigorous promotional efforts are con- 
templated for the Morton frozen pie division, Re- 
sults thus far have been handicapped by keenly 
competitive struggle for the available business as 
well as by the usual problems of integration of a 
new type of activity. 

General Baking took steps to gain greater growth 
momentum by the acquisition about a year ago of 
Van de Kamp’s Holland Dutch Bakeries on the Pa- 
cific Coast. This unit, established in a marketing 
area growing more than twice as fast as the rest 
of the country, is contributing a significant portion 
of General Baking’s total volume. Lower costs and 
fewer labor problems are anticipated in the West 
Coast operations. Hence, in proportion to capital 
invested this division is expected to account for a 
larger share of earnings than the older section of 
the company. Much of General’s indicated earnings 
improvement for 1957 can be attributed to this move. 


Outlook for the Dairy Companies 


The dairy industry is the largest and most stable 
of the groups under survey in this article. From the 
viewpoint of public interest it probably is the most 
essential, inasmuch as government regulations have 
been adopted to supervise the production and dis- 
tribution of milk and by-products. Provisions have 
been made for operation of price controls in some 
marketing areas. Milk consumption has been gain- 
ing slightly over the normal rate of population 
growth in recent years, partly as a result of encour- 
agement from government authorities. In some met- 
ropolitan areas, for example, milk is made available 
for school children either free or at nominal cost. 
This program is financed in part with tax funds 
through the Commodity Credit Corporation which 
purchases surplus dairy supplies. 

Although representatives of the dairy industry 
may be hampered to some extent by governmental 
regulations, they enjoy an advantage in participat- 
ing in a growing industry. Even though per capita 
consumption of fluid milk may decline slightly, in- 
creasing population and a steadily mounting demand 
for cheese and ice cream should benefit diversified 
processors. Sales trends of major factors in the in- 
dustry testify to growth potentials. 

National Dairy Products is the largest of its 
group and the most diversified in markets as well 
as in products. Sales have expanded with acquisition 
of additional companies and with development of 
broader markets. Threat of firm resistance by the 
Federal Trade Commission to expansion by mer- 
gers suggests that slower progress is likely for a 
time. Emphasis may be expected on promotion of 
new products in the Kraft cheese division. The lat- 
ter ranks second to fluid milk and cream in sales 
with a little less than 25 per cent, compared with 
about 30 per cent for milk. Ice cream accounts for 
about 15 per cent and butter for 8 per cent. Other 
products, including margarine, contribute less than 
25 per cent. 

Rising raw material (Please turn to page 552) 
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SUGAR INDUSTRY 




















Spurred By World Demand 


By J. C. CLIFFORD 


H.. times have changed! Just five years ago 
Cuban sugar production hit an all-time high of 7.6 
million tons and so glutted the world sugar market 
that its impact dominated the industry for the next 
four years, The Cuban Government instituted cut- 
backs that reduced output to a little over 5 million 
tons by 1955, lest the price structure collapse and 
cause inestimable harm to the island’s cane growers. 
But in the past year it has become apparent that 
despite production increases in other parts of the 
world, consumption has increased so greatly that the 
typical underconsumption-over production pattern 
of the industry is, for the time being a thing of 
the past. 

Since late 1956, the price of sugar in the world 
market has doubled and so active has sugar become 
in commodity futures markets that on some days 
this year volume exceeded the total of all transac- 
tions for most of the months in 1956. The trigger 
for the sharp rise in volume and soaring prices was 
the fear of a general war during the Suez Crisis, 
but the high levels that have obtained since the eas- 
ing of tension in that area are proof-positive that 
more basic economic forces are at work. 

Actually, since the debacle of 1952, world con- 
sumption has been catching up to world production 
at a rate that was at first unobservable, but which 
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% 
has been gathering speed as time goes on. Thus, at} 
a time when the industry was cutting back produc- 
tion to preserve the price level, surpluses were di-j 
minishing, and by the end of 1956 had virtually} 


vanished. At the end of 1953 Cuba had on handj 
surplus stock of almost 3 million tons but by the} 
end of 1956 it had been cut down to 80,000 tons} 
and the increased demand had become so notice-j 
able that the International Sugar Council raised 
the export quotas of member nations by over a half 
million tens to 5.5 million tons for the year 1957. 
And still it appears that this will not be enough to 
meet the increased consumption from the world’s 
rapidly growing population. 


Demand and Supply of Sugar 


The factors contributing to the sudden rise in 
the price of sugar are, of course, the Suez incident 
and the rapidly growing world population, but it is 
the bettered living standards throughout the world, 
symptomatic of the almost universal post-war pros- 
perity, that has had the most telling effect. Interest- 
ingly enough, Japanese consumption has increased 
by leaps and bounds and the middle east has be- 
come a more important consumer. Britain, always 
a large buyer, has (Please turn to page 552) 

THE MAGAZINE OF 


WALL STREET 








Cub 
com 
divi 
ing: 
Cub 
ear 
eort 


Frar 
com 
| mer 
| suit 
Mar 
size 
sinc 
Ver 
pec 
to s 
ing: 


inte 
hav 
len 


Cen 
sho 
den 
Faye 
will 





JUL) 





a 























OORT cate 5 


f W.C. (mil.) ‘55—$13.0 
1us, at® W.C. (mil.) ‘56—$14.4 
roduc- W.C.—Working capital. '\—Fiscal years ended June 30. "—Fiscal years ended Feb. 28, 1956 and 1957 
sre di-& 1—Fiscal years ended Sept. 30. 4—Fiscal years ended July 31. 7—Directors 3/19/57 deferred div. action 
rtually?) ~—Fiscal years ended Oct. 31. °—Fiscal years ended March 31, 1956 and 1957. 
| hand CUBAN PRODUCERS fall behind those of o year ago, while continuction of drought conditions 
bv thel Cuban American Sugar: One of the more important Cuban producers, the further cloud the near future. The stock is unattractive 3 
A company should show higher earnings at the end of current fiscal year. A South Porto Rico Sugar: High ‘ 5 
0 tons j dividend increase is expected. Small capitalization and large insider hold Dominican and Po Skate seattle ww th ee ee 
is J ao i i v 
notice ‘ ings limit marketability of the shares. Cl sold in the world market, company should enjoy higher prices than most 
- ‘ Cuban Atlantic Sugar: Although the overall pattern is one of wide sales and Puerto Rican producers Some dividend increase is likely. C1 
raised earnings fluctuation, the current outlook is good for both dividends and ————— EE 
a half | earnings. The shares are 65% controlled by directors of the company. Cl BEET SUGAR COMPANIES 
: 8 | Francisco Sugar: A good earnings increase is expected for this smaller Cuban Great Western Sugar: Higher acreage allotments, larger to 
re 9 9g rning - ‘ . , 9 9g 9 ger quotas, and higher 
195 i. | company. The stock has a limited market and is subject to wide price move selling prices should combine to increase current earnings. Current dividend 
rh t | ments. Dividends are erratic but some increase is expected this year. Not rate should be maintained. For next year, however, the outlook is not as | 
UL 0 | suited to the average investor. C bright. C2 
vorld S | Manati Sugar: In common with the other Cuban producers, this moderate Holly Sugar: Company is second largest in the country, and offers a high | 
sized unit should score further earnings gains this year Dividends, absent yield on the speculative shares. Dividend and earnings are too unstable 
since 1952, may be resumed. But over-all history is unattractive. C1 however, to warrant purchase. C2 
Vertientes-Camaguey Sugar. Another year-to-year earnings advance is ex | 
pected, assuring larger dividends, since company pays out 100% of earnings American Crystal Sugar: The next ranking beet processor, should show | 
to stockholders. Nevertheless, the shares are not suited to investment hold - ene —— me but despite a recently increased dividend, | 
: e stock is not oftractive | 
ings. | 
is i West Indies Sugar: Company is a major Cuban producer and owned large | 
! 
ise nm interests in the Dominican Republic, but these were recently sold. Earnings ; - REFINING COMPANIES 
cident have declined, but disposition of the funds obtained from property sales American Suger Refining: Outlook for refining profits is not too favorable, | 
t it is lend the stock broad speculative interest. C2 — rising earnings from the 4 -y- s Cuban interests may lead to favor- | 
S able year-to-year comparisons e current dividend is a minimum expecta | 
world PUERTO RICAN PRODUCERS tion. The stock has some speculative appeal Bl | 
’ : . 
Central Aguirre Sugar: Company escaped severe hurricane damage and : Hi : , 
' pros- should, therefore, benefit substantially from higher sales and prices. A divi- National Sugar Refining: Earnings will benefit from the contribution of the 
1 re, . - recently acquired Godchaux Sugars. Sales methods are aggressive an n 
dend increase is in prospect. Highly speculative, but may be held. Cl! 9 99 and ge 
ferest- é ’ Ai f erally successful. Operating earnings may advance, but final results may be 
cS | Fajardo Sugar: One of the island's major companies, operations this year below last year’s which included 69¢ per share in non-recurring profits 
reaset will be adversely affected by drought and hurricane damage. Earnings may Dividends will probably remain unchanged. 82 | 
AS be- RATING: A—High grade investment quality. B—Good Grade. 1—Improved earnings trend 
lwavs C—Speculative. D—Unattractive. 2—Sustained earnings trend 
Ways 3—Lower earnings trend 
, REO 
o02) 
JULY 20, 1957 531 


TREEY 








Net Profit Margin 
Fiscal 


Net Sales 
Fiscal 
1955 


2.4% 


1956 
$ 51.6! 


CUBAN-DOMINICAN PRODUCERS 1955 
CUBAN AMER. SUGAR $ 41.0! 
W.C. (mil.) ‘55—$14.5 
W.C. (mil.) ‘56—$14.7 
“UBAN ATLANTIC SUGAR 
w.C. (mil.) ‘55—$26.2 
w.c. (mil.) ‘56—$25.9 
RANCISCO SUGAR 

N.C. (mil.) ‘55—$1.3 

w.C. (mil.) ‘56—$1.4 
AANATI SUGAR 9.5° 
v.C. (mil.) ‘55—$2.9 

v.C. (mil.) ‘56—$3.0 
ERTIENTES CAMAGUEY 
N.C. (mil.) ‘55—$7.6 

N.C. (mil.) ‘56—$8.3 

VEST INDIES SUGAR 

/.C. (mil.) ‘55—$29.0 

N.C. (mil.) ‘56—$28.9 

UERTO RICAN PRODUCERS 
ENTRAL AGUIRRE SUGAR 
v.C. (mil.) ‘55—$7.5 

v.C. (mil.) ‘56—$8.0 
AJARDO SUGAR 

V.C. (mil.) ‘55—$4.0 

v.C. (mil.) ‘56—$4.2 

OUTH P. R. SUGAR 

W.C. (mil.) ‘55—$11.3 

N.C. (mil.) ‘56—$10.0 
BEET SUGAR REFINERS 
AMERICAN CRYSTAL SUGAR 
W.C. (mil.) ‘55—$18.2 

W.C. (mil.) ‘56—$18.7 
GREAT WESTERN SUGAR 
W.C. (mil.) ‘55—$36.0 

W.C. (mil.) ‘56—$37.3 
HOLLY SUGAR 
W.C. (mil.) ‘55—$13.0 
W.C. (mil.) ‘56—$13.2 
LEADING CANE REFINERS 
AMERICAN SUGAR REFINING 
W.C. (mil.) ‘55—$37.6 
W.C. (mil.) ‘56—$35.6 
NATIONAL SUGAR REFINING 


67.2! 71.3! 46 46 


10.9- 10.3- 3.2 3.5 
10.4" 1.2 2.6 
17.3! 6.0 7.1 


17.0! 


29.3! 29.7! 4.9 3.9 


13.6? 14.4 6.6 9.4 


13.8' 13.1+ 1.5 1.8 


29.0! 34.5! 8.3 9.0 


49.8" 3.2 3.5 


74.9" 80.3" 5.3 6.2 


51.1" 57.4 3.4 3.3 


325.8 338.0 2.5 2.9 


144.8 172.0 








Statistical Summary of Sugar Companies 


1956 
5.2% 


Dividend Per Share 
Indicated 
1957 


$1.80 


Earned Per Share 
Fiscal 
1956 


$3.30! 


Recent Div 
Price Yield 


6.2% 


Price Range 
1956-1957 
3058-1478 29 


1956 
$1.25 


1955 
$1.18! 


1.54! 1.64! 23%8-13'8 8 


99° 1.06- 25 25 17\4- 8'2 15 1.6 


25° 62° 10 - 454 9 


71! .86' .86 14'2- 7 13 


1.41! 1.15! 65'4-205s 67 14 


1.21? 1.62? 1.40 1.40 23-17 20 7.0 


58' .68* .80 60 16 -107: 2™ $8 


2.19! 2.93! 1.90 2.10 3938-2434 35 6.0 


4.06" 1.20 1.40 39'2-27'8 33 4.2 


1.62" 2.19" 1.45 1.50 23'2-19'4 21 71 


2.47" 2.72° 1.20 1.20 23 -18'2 19 6.3 


2.90 3.76 1.81 1.85 40 -21%4 32 5.7 


3.25 3.86 2.50 2.50 39 -33' 34 7.3 























AS TOBACCOS 








FACE THE SECOND HALF 


By WADE JOHNSON 


The new blast by medical science on the 
possible relationship between puffing on tobacco 
products and developing any number of serious 
physical ailments, produced only a mild reaction on 
the part of investors. Additional pressure on the 
already long-depressed tobacco stocks was a natural 
corollary of the new indictment of smoking; how- 
ever, although trading volume in these equities in- 
creased and prices drifted downward moderately, 
the pressure was mild compared with that which 
followed the initial cancer-cigarette scare in 1953 
and 1954. 

Tobacco people, by and large, have good reason 
to feel that their industry after several trying 
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years, is regaining some of its lost ground. It is 


argued that the public is now fully aware of the} 


controversy between medical science and the to- 
bacco men, and it appears doubtful that sufficient 
evidence has been produced to lead substantial num- 
bers of consumers to summarily quit puffing on their 
favorite brands of the short smoke. Also, it is noted, 
although the tobacco shares have declined well be- 
low their post-war peaks, sales and earnings gen- 
erally nudged upward in 1956, held fairly stable in 
the initial quarter of 1957, and on the basis of a 
highly encouraging prediction on consumption of 
cigarettes by the Department of Agriculture couplec 


with a price hike on non-filter brands, the industry | 
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conceivably in 1957 can at least equal last year’s 
figures. 

Manufacturers produced and shipped 16% more 
cigarettes in April this year than in the compara- 
tive month of 1956, and 6% more than in March, 
1957. For the first four months of 1957, cigarette 


smoking rose 5% above the like period of last year. 


stering these favorable figures was the subse- 
nt mid-year forecast of the Department of Agri- 
ture that Americans this year will probably burn 
more cigarettes than ever before. While warning 
its estimate could be upset by public reaction 
recently released health-and-smoking studies, the 
ernment agency predicted that domestic con- 
iption of cigarettes will top last year’s 392 billion 
ts and the 1952 peak of 394 billion. This would 
resent an increase of 3.4 per cent. 
otal output of cigarettes by United States manu- 
turers for both domestic and overseas use will 
ial or exceed the 1952 high of 4351, billion, the 
partment said. Last year’s production aggregated 
1.2 billion. Output and consumption this year, it 
s added, are expected to regain ground lost when 
researchers started publicizing statistical findings 
king smoking to cancer. This recovery got under 
in 1955 and made tremendous strides during 


1956, the agency noted. 

The tobacco trade just isn’t sitting back and tak- 
ing a larruping—it is counter-fighting in many ways, 
for this venerable industry has been under fire in 
previous eras, and it has emerged from these battles 
as strong, if not stronger, than ever. It has formed 
its own Tobacco Industry Research Committee 
which has as its avowed goal the learning of all 
there is to know of medical facts. It has stepped 
up its program for producing more diversified, im- 
proved items, and it has certainly shifted into high 
gear where its advertising and promotion are con- 
cerned. 


Competition Among Menthol Brands 


Cigarette makers, individually, continued their 
all-out efforts this year to catch the smoker’s eye 
with new and brighter packaging. Flip-top boxes 
being adopted by more manufacturers, new color 
schemes and even a unique “zipper” attachment to 
permit the swifter opening of a package of ciga- 
rettes by the impatient smoker of this “jet age” 
were among the merchandising developments. And 
along came the mentholated smokes to further heat 
up competition in the (Please turn to page 556) 











Position of Leading 


Ist Quarter 
Net Sales Net Profit Margin 
1956 1957 1956 1957 
(Millions) % % 1956 
AMERICAN SNUFF $1.35 
W.C. (mil. ‘55—$16.0 
W.C. (mil.) ‘56—$16.4 


n.a. n.a. 


AMERICAN TOBACCO $251.0 $245.2 4.5% 4.1% 1.62 


W.C. (mil.) ‘55—$555.8 
W.C. (mil.) ‘56—$558.1 


BAYUK CIGARS 8.7 77 2.5 24 


W.C. (mil.) ‘55—$24.5 
W.C. (mil.) ‘56—$22.1 


CONSOL. CIGAR 16.4 17.5 3.3 3.2 1.03 


W.C. (mil.) ‘55—$32.2 
W.C. (mil.) ‘56—$38.1 


GENERAL CIGAR 8.5 10.8 4.2 43 57 


W.C. (mil.) ‘55—$28.3 
W.C. (mil.) ‘56—$29.3 


HELME, G. W. n.a. 43 
W.C. (mi!.) ‘55—$13.5 


W.C. (mil.) ‘56—$13.5 


LIGGETT & MYERS 129.7 132.5 4.1 41 1.30 


W.C. (mil.) ‘55—$332.7 
W.C. (mil.) ‘56—$328.9 


LORILLARD (P.) 47.1 48.1 2.3 33 


W.C. (mi!.) ‘55—$112.4 
W.C. (mil.) ‘56—$110.2 


PHILIP MORRIS 72.2 80.1 3.5 3.1 79 


W.C. (mil.) ‘55—$136.3 
W.C. (mil.) ‘56—$. 30.7 


REYNOLDS TOB. “BY” 213.2 236.6 6.4 6.4 1.28 


W.C. (mil.) ‘55—$445.2 
W.C. (mil.) ‘56—$463.5 


U. S. TOBACCO 6.9 6.3 9.1 98 .33 


W.C. (mil.) ‘55—$24.1 
W.C. (mil.) ‘56—$22.9 


W.C.—Working capital. 





| 
| n.a.—Not available. 


Wet Per Share 


$1.16 


1—Plus stock. 


Tobacco Companies 


Full Year 
Dividend Per Share 
Indicated 
1957 


Div 
Yield 


Recent 
Price 


Price Range 
1956-1957 


Earned Per Share 


1957 1956 1957 1956 


$3.95 $4.05 $2.80 $2.90 4634-40 41 7.0% 





1.43 7.51 5.00 5.00 84'4-68's 6.9 


.26 1.65 1.70 19'8-16 6.2 


1.01 5.04 5.14 1.20! 42'8-30'2 35 3.4 


80 2.50 4.14 1.50 1.50 43 -30'4 38 3.9 


1.79 1.68 1.70 1.60 26%-23's 23'2 68 


1.29 6.46 6.39 5.00 5.00 72%-61’8 63 7.9 


36 2.07 1.34 1.20 1.20 21'8-15'8 6.6 


.80 3.63 4.06 3.00 3.00 47 -39'2 41 7.2 


1.47 5.05 5.91 3.20 5812-49 5.9 


32 1.42 1.47 1958-17 7.0 
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BEVERAGE COMPANIES 





Adjust to Fluid Conditions 


By JOHN D. C. WELDON 


Notwithstanding the widespread popularity 
of cocktail parties, prospects for distillers and pur- 
veyors of alcoholic beverages leave something to be 
desired. Liquor sales registered an encouraging up- 
turn last year, but the resurgence late in 1956 evi- 
dently traced in part to accumulation of inventories 
in clubs and homes in anticipation of price increases 
that became effective in January. In any event, con- 
sumption of “hard stuff” has not fulfilled optimistic 
expectations of distillers. 

Either Americans are displaying greater restraint 
at taverns and country clubs as well as in their own 
cellars or sales of illegal liquor have been gaining 
ground. Many authorities on distilling feel con- 
vinced that the high excise tax on distilled spirits 
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($10.50 a gallon) affords a strong incentive for boot- 
leggers. It is common knowledge that revenue 
agents have uncovered some large illicit production 
facilities in the last year or two. 

Industry observers feel convinced, however, that 
conditions are likely to improve moderately this 
year and perhaps may exceed pessimistic projec- 
tions. It is thought that inventories of bottled 
liquor stored last winter in preparation for price 
increases have been dissipated and that normal re- 
quirements may be evidenced in the second half of 
the year. Statistics suggest that the number of 
potential consumers of 21 years of age will begin 
to increase more rapidly in the next few years as 
the restricting influences (Please turn to page 560) 
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w.C. (mil.) ‘55—$15.0 
W.C. (mil.) ‘56—$18.1 p ’ : 
OCA-COLA 252.8 n.a. 10.8 6.44 6.89 1.05 1.24 5.00 5.00 131'2-98's 103 48 
N.C. (mil.) ‘55—$99.8 
w.c. (mil.) ‘56—$97.1 
OR. PEPPER 11.5 11.9 7.2 6.6 1.20 1.19 14 0) .60 60 13-10 10'2 57 | 
V.C. (mil.) ‘55—$2.5 
W.C. (mil.) ‘56—$2.8 
IRES (CHAS. E.) 10.1! 941 39 4.1 1.02! 1.01! 55°! 50° 60 60 12% 92 10% 57 
N.C. (mil.) ‘55—$4.1 
W.C. (mil.) ‘56—$4.2 
YEH! CORP. 14.2 15.8 8.9 8.3 1.27 1.34 .20 21 80 80 16%4-13% #15 5.3 
W.C. (mil.) ‘55—$4.2 
N.C. (mil.) ‘56—$4.1 
»EPSI-COLA 88.9 97.0 10.6 9.1 1.60 1.50 25 25 1.00 1.00 26's-18'2 22 45 
N.C. (mil.) ‘55—$18.5 
w.c. (mil.) ‘56—$17.4 
V.C.—Working capital. '—Fiscal years ended Sept. 30 ‘—Plus stock 
—Deficit. ~—6 months ended March 31 


|| Statistical Data on Leading Soft Drink Companies 
ib Full Years Ist Quarter 
i] Net Sales Net Profit Margin Dividend Per Share Div 
; 1955 1956 1955 1956 Net Per Share Earned Per Share Indicated Price Range Recent Yield 
- (Millions) % % 1955 1956 1956 1957 1956 1957 1956-1957 Price % | 
CANADA DRY $ 74.2! $ 77.5! 4.7% 4.0% $1.72! $1.51! $ 47° $ 62° $1.00 $1.00 17%e-13 15 66% | 
| 


ohh ad 


a.—Not available. 
Statistical Data on Leading Distillers 


Full Years Ist Quarter 
Net Sales Net Profit Margin Dividend Per Share Div 
1955 1956 1955 1956 Net Per Share Earned Per Share Indicated Price Range Recent Yield 
{Millions) % » 4 1955 1956 1956 1957 1956 1957 1956-1957 Price 9 


AMER. DISTILLING $658 $71.4 1.7% 1.8% $254 $3.07 $1.60! $1.63! $1.40 $1.60 297-225: 27 5.9% 
W.C. (mil.) ‘55—$19.0 

N.C. (mil.) ‘56—$"8.6 

BROWN FORM. DIST. 77.72 97.32 3.7° 2.6" 2.432 2.032 2.432 2.032 807 807 24%4-15% 19 42 
W.C. (mil.) ‘55—$34.4 

W.C. (mil.) ‘56—$35.3 
DIST. CORP-SEAGRAMS 735.6" 732.1% 4.1 3.1 3.54% 263% 2.874 2.30% 1.70 1.70 39'2-29% 30 56 | 
W.C. (mil.) ‘55 
W.C. (mil.) ‘56 | 
NAT. DIST. & CHEM. 500.1 543.1 3.1 3.7 1.60 2.11 54 53 1.007 1.00 29%-204 2 38 | 
W.C. (mil.) ‘55—$327.9 

W.C. (mil.) ‘56—$317.0 | 
PUBLICKER INDUSTRIES 146.5 159.5 “1.2 q | 65 .005 02 * 04 ‘ 10%s- 73% Bl2 
W.C. (mil.) ‘55—$81.9 
W.C. (mil.) ‘56—$81.9 

SCHENLEY INDUSTRIES 411.7" 404.1% 1.4 2.8 1.40% 1.938 69 1.65 1.00 1.00 23%-18 22 45 
W.C. (mil.) ‘55—$273.7 

W.C. (mil.) ‘56—$271.3 

H. W’KER-GDHM. & W. 341.2° 370.9% 5.6 5.6 6.70° 7.30 3.83 4.50 4.00 4.00 8654-64 81 49 
W. C. (mil.) ‘55—$138.3 | 
W.C. (mil.) ‘56—$144.5 


W.C.—Working capital. !—_6 months ended March 31. —6 months ended Feb. 28 
—Deficit. “—Years ended April 30, 1956 and 1957 *—Year ended August 31 
'\—Year ended July 31. *—Plus stock 
'—9 months ended April 30. ‘—Paid 5% in stock 
SOFT DRINKS DISTILLERS 
Canada Dry Ginger Ale: Benefits of operating economies and vigorous pro American Distilling: Improvement in operating results experienced last 
motional efforts expected to give impetus to earnings. Liquor imports also year is believed to hove continued, suggesting satisfactory gain for year 
expected to help. Wider margin for $1 dividend indicated. (B1 ending September 30. Some hope of another dividend rise. (C2 
, f ‘al : Brown-Forman Distillers: Reasonably satisfactory outlook for maintenance 
boot- Coca-Cola: Growing population o poteete se ond pion feumpense of earnings at about an overage of the last two years. Company frequently 
a Rar od vy oes ey — a eclining mentioned as potential merger candidate. (C2 
Ss indicate ation wi extra ividen re 
enue Sa sd Distillers Corp.-Seagrams: Earnings for fiscal year ending this month ex 


pected to recover from 1956 setback due in part to write-off on oi! properties 




















*tion Dr. Pepper: Increased promotional efforts in broadening markets and rising ; } . 
distribution costs hampering margins. Little improvement in net profit over Usual 50 cont year-end dividend indicated. (B2 
$1.19 for 1956 seen. Dividend of 60 cents safe. (C2 National Distillers & Chemical: Growing importance of chemicals as earn 
that : ings potential being reflected along with modest improvement in liquor 
. Hires (Charles E.) Co.: Relatively restricted market and high costs of develop volume. Repetition of small stock dividend expected. (C2 
this ing distribution indicate serious — = earnings. Disappointing results Publicker Industries: Erratic trends in industrial alcohol and marketing prob 
97 ec- in recent years raise dividend doubts. lems in branded whiskies help explain disappointing showing in recent years 
y . . : . Moderate recovery possible this year 
ttled Nehi Corp.: Lacking vigorous promotional program, company appears likely € 
° to follow trend of last two years with modest improvement in volume and Schenley Industries: Further earnings recovery for fiscal year ending next 
rice net profit. Ample coverage for 80-cent dividend —_ indicated, a progress in — pee 1 vee has been unpromis 
ing xcessive supplies pose morketing problem 4 4 
ly e- Pepsi-Cola: Freed from repetition of labor problems, Pepsi is expected to Walker (Hiram)-Gooderham & Worts: Leading Canadian distiller continues to 
if of benefit from aggressive advertising and enlarged markets. Promise of earn- register strong gains in U.S. Net profit for fiscal yeor ending next month 
e f ings gains over $1.50 of 1956 spurs dividend hopes. (B3 likely to top last year’s $7.30 a share. (B2 
: 0 RATINGS: A—Best grade 1—Improved earnings trend 
erin B—Good grade 2—Sustained earnings trend 
C—Speculative 3—Lower earnings trend 
S aS D—Unattractive 
7. . —— — 
60) 
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improved 


The sell-off to the late-June 
lows looks rather moderate in ret- 
rospect, but it did cancel over a 
fourth of the prior upswing of 
the industrial average, while the 
retracement exceeded one half 
for both the rail and utility aver- 
ages. It significantly strengthened 
the technical basis for an exten- 
sion of the February-June rise 
into the July-August period. The 
industrial average required only 
five trading sessions to complete 
its sell-off, and only seven ses- 
sions to get back above its June 
24 high, which was penetrated 
with a goodly expansion of trad- 
ing volume. Thus, an early test 
of 1956’s double tops around 521 
in April and August seems likely 
at this writing; and the average’s 
chances of “going through” to a 
new all-time high now seem to be 
better than 50-50, as judged solely 
by the technical indications. 


Limited 

Don’t let the above statement 
excite you. Given a penetration 
of the 521 level of the average, 
the net addition should be modest 
—and could be temporary—in view 
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of the fact that prospects for 
business, earnings and dividends 
are merely “fair-to-middling” at 
best. If excessive enthusiasm 
should take the average more 
than a relatively small percentage 
above the old top, it would be 
reasonable to expect a_ sizable 
late-summer or early-autumn sell- 
off. Because there is no solid basis 
for sustained wide advance or de- 
cline, the average has long been 
gyrating in moderate up-and- 
down swings without going any 
place to speak of. Its range from 
low to high last year was less 
than 13%, and has been about the 
same this year to date. Its net 








gain in 1956 was an uninspiring 
3.5%, and its net gain from the 
start of 1957 to this writing has 
been less than 2.8°°. In terms of 
net movement by the average 
over 6-to-12-month periods, it stil 
looks to us like a “‘small-change”’ 
market. 


Mixed 

In this “market of stocks” no 
representative index of average 
stock prices figures to “go t 
town” or to “fall out of bed” in 
anything like the present eco- 
nomic-financial environment, be- 
cause on a week-to-week basis — 
and more so on a month-to-month 











Macy (R. H.) & Co. 
Kerr-McGee Oil Indust. 
Todd Shipyard Corp. 
Grayson-Robinson Stores 
Oliver Corp. 

Smith, A. O., Corp. 
Eastern Gas & Fuel Assoc. 
Gimbel Brothers, Inc. 

Pet Milk Co. 

Twentieth Cent.-Fox Film 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 

















1957 1956 
13 Weeks May 4 $ 18 $ .12 
Quar. Mar. 31 1.20 -62 
Year Mar. 31 18.46 7.07 
9 mos. April 30 75 55 
Quar. April 30 -20 10 
Quar. April 30 3.28 2.22 
12 mos. April 30 4.41 2.02 
Quer. April 30 52 37 
Quar. Mar. 31 -66 -08 
13 weeks Mar. 30 .82 -17 
—— 
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basis — the strong stocks, soft 
stocks and duds largely balance 
out when their prices are lumped 
into an average. If you took oils 
out of the Dow average, it would 
at thiss time be down from the 
start-of-the-year level. For this 
year to date, the oil group is up 
about 13%. Other big winners 
‘e drugs, up roughly 23%, office 
equipment 22%, electrical equip- 
ment 14% and sugars 10%. Oils, 
drugs and office equipments have 
risen considerably above their 
1956 highs. They are still faring 
well, but they cannot carry the 
whole market. Unless some of the 

gard or so-so groups can come 
to life, the industrial average will 
not find it easy to match, or get 

ye than a thin margin above, 

; 1956 top. Emphasizing the ex- 
traordinary weight oils have had 
in this market, they accounted for 
pearly 63% of the net increase in 

tal dollar value of Big Board 

ks in the six months to June 


Laggards 
Stock groups which show de- 
cidedly unimpressive chart pat- 
rns include air transport, air- 
craft, chemicals, lead and zinc, 
iper, television-radio and tex- 
tiles. Groups which up to now 
how no technical signs of prom- 
ing anything better than trad- 
ng-range fluctuation include alu- 
minum, automobiles, auto parts, 
building materials, coppers, fi- 
nance companies, foods, machin- 
ery, farm equipments, metal fab- 
ricators, soft drinks, motion pic- 
tures and retail stocks. In terms 
of the number of individual bull- 
trend stock groups, the breadth 
factor in this market is not im- 
pressive up to now; and the same 
is sO when measured by total 
weekly new highs and new lows 
by individual stocks. Even so, mi- 
nority leadership could put the 
average moderately higher for a 
time. 


| 
Strong ‘ 


Stocks performing significantly 
better than the market at this 
writing include Air Reduction, 
American Brake Shoe, American 
Chain, American Cyanamid, 
American Home Products, Amer- 
ican Machine & Foundry, Balti- 
more & Ohio, Barber Oil, Beck- 
man Instruments, Daystrom, El 
Paso Natural Gas, Federal Mogul, 
Foster Wheeler, General Electric, 
Gimbel, Goodyear, Grand Union, 
International Business Machines, 
Johns-Manville, Merck, National 
Cylinder Gas, National Gypsum, 
Parke Davis, Pfizer, Revlon, Rub- 
eroid, Safeway Stores, Spencer 
Chemical, Standard Oil of Cali- 
fornia, Sunbeam, Vick Chemical 
and Warner-Lambert. 


Soft 

Although bargains can develop 
in some instances, as a general 
rule it pays to avoid stocks which 
are behaving materially worse 
than the market. Here are some 
examples, none of which strikes 
us as a good buy at present lev- 
els: American Bank Note, Bul- 
ova Watch, Cessna Aircraft, Fair- 
banks Morse, Mallory, Mojud, 
Lockheed, Miami Copper, Copper 
Range, Gar Wood, Garrett, Con- 
goleum, Coty, Magma Copper, 
Swift and United Fruit. 


No Wonder 

Current earnings certainly do 
not support the case for a higher 
rail market. Total net income of 
Class I roads ran more than 11% 
under the year-ago level in five 
months through May; and the 
May showing was miserable, with 
net more than 24% under a year 
ago. June earnings no doubt were 
well under a year ago. It is no 
wonder the rail average has been 
stymied for some time in a nar- 
row range. Are these stocks go- 
ing to be bought merely because 
absence of the 1956 steel strike 
assures a good year-to-year com- 




















Tennessee Corp. 

Elgin National Watch 
Motor Products Corp. 
Grumman Aircraft 
Hamilton Watch Co. 
Hilton Hotels Corp. 
Minute Maid Corp. 
Cudahy Packing Co. 
Compo Shoe Machinery 
Armour & Co. 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 


— 

1957 1956 
Quar. Mar. 31 $1.20 $1.68 
Year Mar. 2 74 1.01 
Quar. Mar. 31 -24 39 
Quar. Mar. 31 41 .80 
Quar. Apr. 30 -10 76 
Quar. Mar. 31 77 2.25 
6 mos. May 5 .05 51 ih 
6 mos. Apr. 27 -37 2.06 
Quar. Mar. 31 -13 42 
6 mos. May 4 -27 2.24 











parison in July and because of a 
likely freight-rate boost before 
long? Or are disappointed and 
very tired holders hanging on 
with the idea of selling on the 
first “half-way decent” rally? We 
would guess the latter, and there- 
fore not expect any great rally. 


Recommendations 
At a time when new issues of 
corporate bonds yield anywhere 
from 4.5% to 6°, and when ris- 
ing living costs take another nib- 
ble out of the value of the dollar 
month after month, straight in- 
come stocks (those with little or 
no chance for higher dividends) 
have about as much investment 
appeal as you could put into the 
eye of a needle. On the other side 
of the street, the great majority 
of growth stocks are higher than 
a kite. That leaves cyclical-type 
stocks—the great majority with- 
out much, if any, market “sex ap- 
peal”—and an occasional special 
situation. Hence, buying recom- 
mendations that make sense are 
hard to come by. Air Reduction 
was recommended here most re- 
cently in the June 8 issue around 
58, and earlier at lower levels. It 
is at 65 at this writing. We still 
like it on a longer-range basis; 
but are not keen about it at 65. 
Retain holdings. Defer new buy- 
ing, at least pending a price dip 
Mead Johnson was recom- 
mended here around 39 in the 
April 27 issue and up to 49 in 
the June 8 issue. It ran up to a 
high of 57 and is currently at 51. 
We would prefer to buy it on 
more of a dip, but drug stocks 
are in vogue; and this one is more 
reasonably priced than most both 
on current earnings and longer- 
range potentials. Why quibble over 
a point or two in price? Buy it 
... Merck and Pfizer were recom- 
mended here at various lower lev- 
els. With the former close to 40 
at this writing and the latter 
around 61, they begin to look am- 
ply valued on medium-term po- 
tentials. It may be a good idea to 
take profits on half of holdings, 
thus largely writing down aver- 
age per share costs; and let the 
rest ride McGraw-Hill was 
recommended most recently at 
35%, last January and at various 
much lower levels earlier. It re- 
cently reached a new all-time 
peak of 48. The stock is not ex- 
treme on potentials. Neither is it 
at all cheap. We again suggest a 
compromise, Stay with it. Defer 

(Please turn to page 567) 


537 








YY Business|! 









Business 
Trend 
Forecaster 


9948 65 «61949 Og 


*w 

ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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ACTIVITY 


Industrial Production 


(FRB INDEX 1947-1949-100) 


SC AcE ar vest 


THE TREND FORECASTER 


SCaut Al GMT 


RELATIVE STRENGTH MEASUREMENT 
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This we have done in our new Trend Forecaster (developec 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 


When the Forecaster changes its direction up or down 8 
corresponding change in our economy may be expected sev- 
eral months later. 


The depth or height of the developing trend is clearly pre 
sented in our Relative Strength Measurement line, which re 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investmeni 
and business standpoints. 


Current Indications of the Forecaster 


The latest available figures for the components of the 
Trend Forecaster continue mixed. 

Throughout the second quarter, housing starts and non- 
residential construction contracts appear to have worked 
their way uphill. Stocks have moved irregularly upward, and 
commodity prices slowly downward. Durable goods orders fluc- 
tuated without a trend, but ran at levels considerably below 
the preceding several quarters. New incorporations and 
business failures have shown no clear trend. 

The offsetting movements among these indicators have 
kept the Relative Strength Measurement conspicuously 
negative, although at a somewhat better level than pre- 
vailed at the end of the first quarter. 

The indicators summarized in the Trend Forecaster con- 
tinue to point to moderate readjustment. They suggest neither 
upturn nor sharp, cumulative recession in the next several 
months. Through the first quarter of this year, the pattern of 
the indicators bore a strong resemblance to late 1948, a 
period that was followed by a clear, although mild, recession. 
More recently, this resemblance has begun to dwindle. The 
slow downtrend in the Forecaster, combined with stability 
in the moderately negative range for the relative strength 
measure, is typical of a period of rolling adjustment. 

THE 


MAGAZINE OF WALL STREET 





RE 


<—s 





INDL 
p rth 
eral 

dustr 


cri 
ok; 


ont 


sot > 
| 
oO 


CON 
lead 
sor 
Curt 
cust 
look 


— 























f the 


non- 
orked 
. and 
 fluc- 
elow 

and 


have 
ously 
pre- 


con- 
ither 
feral 
n of 
B, a 
sion. 
The 
vility 
ngth 


ATE, 





CONCLUSIONS IN BRIEF 


INDUSTRY — Production pace dipping in July, owing 

portly to extended vacation schedules, partly to gen- 

eral easiness in demand. Chemicals among few in- 

ustries showing rises. Outlook; more downward 
ft into Fall. 


a. a 


ADE — Still moving sideways. Soft goods volume 
il satisfactory, but not outstanding. Hard goods er- 
tic; refrigerator and air-conditioner sales fluctuate 
th weather. Auto volume still at a 5.8 million an- 
al pace. Outlook; little or no strength into Fall. 


scn7t Ww aw 


ONEY AND CREDIT — Bond yields rose sharply in 
ne but eased a bit in July. Short-term money passed 
crisis at mid-June, related to tax borrowing. Out- 
ok; short-term stability in interest rates, for several 


onths. 


a =—"0 = D> 


IMMODITIES — Big drops in metal prices — copper, 
ad, zinc — may now be nearing an end, but no 
iort-term strength visible in commodity outlook. 
irtailment in output continues in raw materials in- 
istries, but demand also continues slack. Price out- 
ok; easy in July and August. 
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For the past several quarters, the eyes of analysts have 
been fixed on the fourth quarter of 1957, as a period of 
a possible clear turning point in the business trend, either 
upward or downward. However, the fourth quarter will 
grow out of the third quarter; it is appropriate now to 
take a close look at the developing trends of the summer 
of 1957. 

In early July, the consumer was still holding to the 
$16.4 billion monthly sales rate (after seasonal adijust- 
ment) that has prevailed ever since late 1956. However, 
it is worth noting that consumer prices, in general, are 
now about 2% above their levels six months ago; the 
physical volume of retail trade is thus running very 
slightly downhill. 

There is no indication that this downhill tilt will be 
reversed in the third quarter. The main reason for this 
conclusion is that the incomes out of which retail sales 
emerge are also on a plateau; the slight uptilt in national 
wage levels is being offset by a persistent shortening of 
the workweek, so that take-home pay has remained 
about unchanged for the industrial worker. Indeed, about 
the only group whose pay has been rising in recent 
months has been the recipients of social security benefits. 

Capital goods demand is also sidling along without a 
trend. Despite greatly increased capital flotations (mainly 
by public utilities) the total spending rate for new plant 
and equipment has now stopped rising. And ordering 
rates in capital goods—as distinguished from delivery 
rates—are in a relatively sharp decline. The third quarter 
is thus not likely to see any new stimulus in this area. 

(Please turn to following page) 
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THE MONTHLY TREND | uni | sonth Month Month Age.~—=«| PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION®* (FRB) — | 1947-'9-100 | May 143 144 141 Defense spending, too, appears to 
Durable Goods Mfr. 1947-'9-100 | May 160 161 157 have been at least moderated by the 
Nondurable Goods Mfr 1947-’9-100 | May 130 130 129 worldwide interest in disarmament dis- 
bint 1947-9-100 | May 128 128 128 cussions. For the short-term, a _ further 
— 0 rise is re ig” in fms - 

RETAIL SALES* ions May 16.4 16.3 15.9 ere too, new orders for defense goods 
Durable Goods $ Billions May 5.7 5.6 5.4 are no more than firm. 

Nondurable Goods________| $ Billions May 10.7 10.7 10.5 The big potential boosters for the 
Dep't Store Sales. 1947-'9-100 | May 124 122 122 business trend in the third quarter are 
thus residential building activity, which is 

MANUFACTURERS’ : now in a moderate uptrend, and gov- 
New Orders—Total* $ Oiilions May 28.2 27.8 28.8 ernment expenditures for public con- 

Durable Goods. $ Ciiens May 13.7 13.0 147 struction—roads and schools primarily. 

Nondurable Goods ___________| $ Billivns May 14.5 147 14.1 Figures in these two areas bear close 
Shipments? OOo May 28.6 28.6 27.8 watching for their implications for the 

Durable Goods $ Billions May 14.1 14.2 13.8 fourth quarter. 

Nondurable Goods $ Billions May 14.4 14.4 14.1 " . 

BUSINESS INVENTORIES, END MO.* | $ Billions May 89.7 89.3 85.1 HOUSING UPTREND? — In the second 
Manufacturers’ $ Billions May 52.8 52.6 48.6 quarter, the rate of new residential 
Wholesalers’ $ Billions May 13.0 13.1 12.7 building starts rose somewhat more than 
Retailers’ $ Billions May 23.9 23.7 23.9 seasonally, and has moved into the 
Dept. Store Stocks 1947-9-100 | May 140 141 134 third quarter at about a 1-million per 

year rate. This is somewhat less than the 

CONSTRUCTION, TOTAL _______| $ Billions June 4.4 4.0 43 rate that prevailed last summer, but it is 
Private. $ Billions June 3.0 2.8 3.0 hearteningly better than the 900-thou- 

Residential $ Billions June 15 1.4 7 sand rate of the first quarter of this year. 
All Other $ Billions June 1.5 1.4 1.3 The gain is being treated in many 
Housing Starts*—a Th d May 990 940 —-1,146 quarters as a sign of general resurgence 
Contract Awards, Residential—b $ Millions May 1,297 1,232,311 in this critical market. As further evidence 
All Other—e $ Millions May 2,103 1,545 1,669 that there is at least a little substance 
to this view, it might be noted that the 

EMPLOYMENT rate of contract awards for residential 
Total Civilian ens rhe — = = building in May were markedly better 
Non-Ferm Millions —_ — = — than in earlier months of the year. More- 

Government — — a vip 7 over, new housing legislation in Wash- 
ode ns May 11.4 11.4 W.1 . 
Millions “. 129 13.0 81 ington has clearly eased the down-pay- 
Factory. ay +e 
y ment provisions of guaranteed (FHA-VA) 
Hours Worked Hours May 39.7 39.8 40.0 mortgages. 
Hourly Earnings. Scien ae — a _ Nevertheless, two or three monthly 
Weekly Earnings________| Dollars May 81.78 81.99 78.40 advances do not make a boom, and it 

PERSONAL INCOME* $ Billions ue 340 339 323 would be judicious to take a cautious 
Wages & Salaries $ Billions ites 235 235 223 view of the housing trend even now. 
anne | $ Billions hey 52 52 50 Conditions have certainly been im- 
Interest & Dividend $ Billions eo 31 31 29 proved legislatively, and 1 million starts 
Translor Payments $ Billions May 22 21 19 this year is still a possibility. But money, 
Ferm | $ Billions te 15 15 15 particularly long-term money, remains ex- 

traordinarily tight, and the Housing Act 

CONSUMER PRICES | 1947-'9-100 | May 119.6 119.3 115.4 of 1957 is doing little or nothing to 
Food 1947-’9-100 | May 114.6 113.8 111.0 ease this crucial aspect of the housing 
Clothi 1947-'9-100 | May 106.5 106.5 104.8 market. It is even possible that the im- 
Housing 1947-'9-100 May 125.3 125.2 120.9 provement in starts is not being accom- 

panied by an equivalent improvement 

MONEY & CREDIT in sales. If so, the rise in starts is likely 
All Demand Deposits* $ Billions May 106.6 107.3 106.0 to be quite short-lived. Watch and wait 
Bank Debits*—g $ Billions May 85.4 82.5 79.4 is still the best advice for those inter- 
Business Loans Outstanding $ Billions May 31.0 31.5 27.8 ested in the course of residential building. 
instalment Credit Extended* $ Billions May 3.5 3.5 3.3 * + * . 

. cmt 
wensccvendbes cual — | a 3333 31_| pRODUCTION TRENDS — according to 

FEDERAL GOVERNMENT the Federal Reserve, the national rate 
Budget Receipts $ Billions May 53 43 5.0 of output in the industrial sector declined 
Budget Expenditures $ Billions May 59 6.0 55 slightly in March, April and May. The 
Defense Expenditures_________| $ Billions May 3.9 3.8 3.4 decline is well borne out by the slow 
Surplus (Def) cum from 7/1____| $ Billions May (0.6) (1.7) (0.5) | downdrift in the number of factory 
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LOOK || QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
In Billions of Dollars—Seasonally Adjusted, at Annual Rates 
ars to soars 
by the S| III, - “Vncetutuniinpsctneiipasl ata workers, and by the slow but persistent 
=» a. SERIES i IV mW 1 decline in average hours worked per 
further Quarter —_ Quarter Quarter Quarter factory worker. 
ct, but || | GROSS NATIONAL PRODUCT_____|_ 427.1 423.8 413.8 403.4 A relatively large part of the total 
goods | Personal C P 275.0 270.9 266.8 261.7 drop in production has thus far been 
Private Domestic Invest 63.3 68.5 65.1 63.1 owing to a sharp falling off in con- 
Net Foreign Investment. 4.0 2.4 1.7 0.1 umer le roduction, related to 
>r the 4 Government Purchases. 84.9 82.0 80.2 78.7 . = durab ’? - » . " | 
er are IE Federal 49.8 48.3 47.2 46.1 the inventory gluts that developed in | 
hich is State & Local 35.0 33.7 33.0 32.6 these markets early in the year. But | 
1 gov- || | PERSONAL INCOME 336.5 333.2 327.0 317.5 currently weakness is also appearing in | 
ol Tax & Nontax Payments 41.0 39.9 38.8 37.3 industrial machinery, notably ‘machine | 
ae Disposable Income 295.4 293.3 288.2 280.2 tools. In the summer two major bell- 
ne : Cc ption Expondit 275.0 270.9 266.8 7 weather industries—steel and automo: | 
iy "in 5 Personal Saving a0.4 a24 an ae biles—are likely to suffer further declines. 
f CORPORATE PRE-TAX PROFITS*___ 46.5(e) 45.8 41.2 43.7 It is thus hard to see how the Federal 
Corporate Taxes. = 23.5(e) = 23.1 = a Reserve's index of industrial produc- | 
Corporate Net Profit 23.00) 227 o . tion, which has slid from 146 to 
Dividend Pay 12.3(e) 11.9 12.3 11.8 . 
pane Retained Garaings. 10.7(e) 10.8 8.1 9.8 = 4 —_ months, aps do better 
entia than the low 140’s in July and August. 
toe PLANT & EQUIPMENT OUTLAYS___| 36.9(e) —_36.5 35.9 32.8 ‘nai sd 
» the i THE WEEKLY TREND THE MONEY SUPPLY—this is a hot 
1 per a aks. ean " corner of the business news. Should the 
n the ee ates revious ear | 
hag Unit Ending Week Week has supply be allowed to grow, to make 
t it is room for further national growth? Or is 
thou- MWS Business Activity Index*___ | 1935-'9-100 June 29 | 290.7 291.5 288.2 any increase now inflationary? Whatever | 
year. MWS Index—per capita*____ | 1935-’9-100 June 29 220.9 222.5 223.7 the answer, the fact is that the Federal 
many Steel Production % of Capacity July 6 126.0 133.8 18.8 Reserve has allowed little or no growth | 
ence Auto and Truck Production Thousands July 6 97.7 160.4 89.2 in active money supply for a year; de- 
lence Paperboard Production_____ | Thousand Tons June 29 273 275 282 mand bank deposits, the core of the | 
ance Paperboard New Orders | Thousand Tons June 29 270 231 257 money supply, are now almost precisel 
ng Electric Power Output*___| 19.47-'49-100 June 29 | 232.1 235.5 221.0 , ss PPIY: on re 
intial Freight Carloadings__»_ | Thousand Cars June 29 732 747 755 wnat mney were a year ago. é rend 
- Engineering Constr. Awards___ | $ Millions June 27 330 371 379 all of the growth of money available od 
etter Department Store Sales_____ | 1947-’9-100 June 29 107 119 105 the economy has taken the form of time | 
Aore- | | Demand Deposits—c_______| $ Billions June 26 55.7 56.3 56.2 savings deposits — considered inactive, 
fash- Business Failures Number June 29 | 271 241 249 and largely non-inflationary. 
on. : 
VA) *—Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge, for 48 states. (c)—Weekly reporting member banks. (d) Excess of disposable | 
income over personal pti ditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. Other 
hi Sources: Federal Reserve Bd., ‘Commeres Dept., Securities & Exch. Comm., Budget Bureau. (na)—Not available. (r)—Revised. (!)—First Quarter 
thly aeneiate 
dit THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES | 
jous 
pon 1957 1957, | 
— No. of 1957 Range 1957 1957 (Nov. 14, 1936 Cl.—100) High Low June 28 = July 5 
im- Issues (1925 Cl.—100) High Low June 28 July 5 100 High Priced Stocks ............. 235.2 215.6 230.1 235.2H 
farts | 300 Combined Average .. 345.1 322.3 337.0 344.2 100 Low Priced Stocks 415.8 387.6 392.5 399.1 
ney, 4 Agricultural Implements ....... 282.4 247.1 247.1 257.9 4 Gold Mining ooo... 726.2 627.2 660.2 686.6 
ex- 3 Air Cond. (‘53 Cl.—100) 122.8 110.2 115.9 119.4 4 Investment Trusts ............... ‘ 184.5 166.7 179.6 184.5H | 
Act 9 Aircraft (‘27 Cl.—100) .......... 1388.8 1110.3 1138.8 1124.6 3 Liquor (‘27 Cl.—100) ee 965.2 1034.8 1044.8 
to | 7 Airlines (‘27 Cl.—100) ....... 1002.5 751.9 771.9 782.0 5 NEE ~ $23.4 477.2 492.6 518.2 
nm 4 Aluminum (‘53 Cl.—100) ..... 464.5 375.8 435.0 464.5H 3 Mail Order ........... ase 174.6 157.5 160.9 164.4 
9g FO en 172.6 151.8 159.2 160.7 4 Meat Packing .............0..cc.c0 142.6 117.4 121.6 130.0 
im- 9 Automobile Accessories ....... 384.4 341.7 377.3 380.8 5 Metal Fabr. (53 cl. —100) 196.4 175.4 190.7 194.5 
om- 6 Automobiles occ «53.3 47.6 51.9 53.3H | 10 Metals, Miscellaneous ............ 420.9 3764 3804 3845 | 
ont 4 Baking ('26 Cl.—100) . 289 263 28.1 28.9 RII cis seanttinienaaninihi 1060.1 904.2 9769 997.7 | 
ely 3 Business Machines vite Tre 956.2 1182.4 1213.3 22 Petroleum a 749.7 873.2 897.9 
J 640.3 556.6 622.3 640.3H 21 Public Utilities .. aaeaiaee 263.6 251.3 251.3 256.3 
yait ff eee 25.1 22.3 22.3 23.0 7 Railroad Equipment ........... 91.4 82.7 83.5 83.5 | 
ler- 4 Communications ........... inca 104.1 94.5 101.2 104.1 20 Railroads i ee 72.7 65.7 67.1 67.8 
ng. |) ERE ES Ee 126.8 118.1 123.1 126.8 0 -—— 509.8 445.5 479.8 484.1 
I 792.3 739.5 784.8 792.3H ae 393.0 330.1 353.7 365.5 
7 Copper Mining ....................... 307.6 255.9 258.9 262.0 EE ee 116.9 97.9 116.9 115.0 | 
to 2 Dairy Products ..................... 112.4 103.8 107.0 112.4H 2 Sulphur id 916.3 815.4 874.2 882.6 
mu 6 Department Stores .............. 89.2 80.1 86.7 88.4 11 Television ('27 Cl.—100) ..... 36.0 31.6 35.3 36.0H 
d | § DrugsEth. (‘53 Cl.—100) .. 242.7 175.2 235.4 242.7H ee 149.9 124.7 131.7 131.7 
je 6 Elec. Eqp. (‘53 Cl.—100) ..... 242.1 215.0 237.6 242.1H 3 Tires & Rubber .. . 195.7 164.0 188.3 195.7H 
he 2 Finance Companies ..... P 584.5 525.0 557.6 557.6 Sf. 91.3 87.0 87.9 89.6 
Ow | 6 A EEE 277.5 264.0 272.1 277.5 Oe SD isiircesensinoninss 273.7 258.2 258.2 260.8 
ry QU EEE 178.9 153.8 170.5 178.9H 15 Unclassif’d (‘49 Cl.—100) 167.4 153.8 164.4 167.4 © 
— H—New High for 1957. 
| ] 
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Trend of Commodities 





SPOT MARKETS — Sensitive spot commodity prices worked a bit 
higher in the two weeks ending July 5 and the Bureau of Labor 
Statistics’ index of 22 such commodities added 0.9% to close 
at 90.1% of the 1947-1949 base period. Foods, livestock, fats 
and oils, metals and industriai materials all were higher al- 
though the last named registered no more than a minimal 
0.1% advance. 

During the period, the BLS comprehensive commodity index 
advanced 0.1%. The long-term strength in this index is indi- 
cative of the general uptrend in prices which has aroused gen- 
eral alarm concerning inflationary tendencies. Thus far, busi- 
nessmen have generally been able to pass higher costs on to 
consumers. Whether this can be continued indefinitely will be 
an important determinant of price trends in coming months. 


FUTURES MARKETS — Futures prices were preponderantly higher 
in the two weeks ending July 5, although gains were moderat« 
in most cases. The Dow-Jones Commodity Futures Index ad 
vanced 0.96 points during the period to close at 160.83. 

Wheat futures were buoyant late in June but surrendered 
a good part of these gains early in July. Wheat prices are 
greatly dependent on weather developments at this time. Con- 
stant rains last month hindered harvesting operations in the 
Southwest and aroused fears of material crop damage. More 
recently, improved weather conditions brought sellers into the 
market, although harvesting is running several weeks later 
than normal. Without any important developments in sight for 
wheat in the near future, prices may remain in a trading range 
without any clear-cut trend. 
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BLS PRICE INDEXES Latest 2Wks. 1Yr. Dec.6 
1947-49—100 Date Date Ago Ago 1941 
All Commodities July 2 117.4 117.3 114.0 60.2 
Farm Products July 2 90.4 90.7 90.0 51.0 
Non-Farm Products July 2 125.4 125.3 121.4 67.0 
22 Basic Commodities July 5 90.1 89.3 88.2 53.0 
9 Foods July 5 86.2 84.3 80.3 46.5 
13 Raw Ind‘l. Materials July 5 92.9 928 94.0 58.3 
5 Metals July 5 103.8 102.9 115.1 54.6 
4 Textiles July 5 83.4 83.7 79.3 56.3 

f MWS SPOT PRICE INDEX 

14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 
1957 1956 1953 1951 1945 1941 
High of Year 166.3 169.8 162.2 215.4 98.9 85.7 
Low of Year 156.2 163.1 147.9 176.4 96.7 74.3 
Close of Year 165.5 152.1 180.8 98.5 83.5 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 

AVERAGE 1924-1926—100 
1957 1956 1953 1951 1945 1941 
High of Yeor 163.4 166.7 166.5 214.5 106.4 84.6 
low of Year 154.5 149.8 153.8 174.8 93.9 55.5 
Close of Year 162.7 166.8 189.4 105.9 84.1 
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MAINTENANCE 


SAVES MORE MONEY 
THAN IT COSTS 


I... always a temptation to let needed 
repairs on your home go “until next year.” 
But common sense tells you that proper 
maintenance wow will cost you far less 
in the long run. 


On the Union Pacific Railroad, we be- 
lieve in keeping our entire transportation 
system, throughout the thirteen Western 
states we serve, in first-class condition all 
the time. 










In 1956, for example, our bill for mainte- 
nance of right-of-way, structures and 
equipment totaled nearly 133 million dol- 
lars. More millions go into the constant 
improvement of our property. 

The result is that Union Pacific can offer 
shippers the fast, modern freight trans- 
portation they need, and passengers the 
superbly comfortable, enjoyable and safe 
travel that brings them back, time after 
time, to the road that serves more of the 
West than any other railroad. 


2) 
The UNION 


“Union Pacific 
West” 


PACIFIC 
<hiuileoad- 


Omaha 2, Nebraska 


























The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Sperry Rand Corporation 


“Please submit comparative earnings 
data on Sperry Rand Corp. for the past 
two fiscal years. Also dividend payments 
and any new developments.” 


D.M., Schenectady, N.Y. 


Sperry Rand Corp. sales and 
net income for the fiscal year 
ended March 31, 1957 set new 
records for the corporation and 
its predecessor companies on a 
combined basis. 

Sales soared 23% to $871,047,- 
239, compared with $710,696,087 
for the previous fiscal year. Net 
income was $49,612,352, equal to 
$1.83 on the average 26,887,722 
shares outstanding, compared 
with $46,348,878, equal to $1.81 
per share on the average of 25,- 
322,841 outstanding shares in 
1956. 

Sales other than U.S. Govern- 
ment defense business accounted 
for 59% of the total Sperry Rand 
volume and for 64% of the net 
income before taxes, This in- 
cluded foreign business which 
comprised 21% of the corpora- 
tion’s consolidated sales. 

Net income, while up 7%, was 
5.7% of the sales volume, com- 
pared with 6.5% in the previous 
fiscal year. Rising costs of ma- 
terial and labor, a lower percent- 
age of profit on an increased 
amount of Government business, 
expenses incurred in carrying out 
a substantial expansion program, 
and heavy research and product 
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development costs were among 
the factors mentioned as influenc- 
ing the profit margin. Expendi- 
tures for modernization and ex- 
pansion, together with investment 
and business machines for rental, 
totalled $67,254,000 during the 
fiscal year, compared with $41,- 
053,000 the previous year. 
Shipments of instruments and 
controls, which approximated 
40% of sales, increased by 33%, 
an all-time record. Sales of busi- 
ness machines, equipment and 
supplies likewise were at an all- 
time high, increasing by 21% and 
accounting for 31% of the over- 
all volume, Contributing to this 
record were a 47% increase in 
sales and rentals of the Reming- 
ton Rand division Univac elec- 
tronic computers and tabulating 
equipment, and a 50% surge in 
domestic unit sales of typewriters. 
Hydraulic equipment ship- 
ments, with 11% of the gross 
sales, were up 27% over the pre- 
vious year, but farm machinery 
volume was off by 17%. Foreign 
volume increased by 36%. 
Working capital for the fiscal 
year increased to $240,392,218 
from $206,137,052 and net invest- 
ment in property, plant, equip- 
ment and rental machines jumped 
to $184,243,039 from $138,848,- 
439. Management is giving con- 
sideration to additional long term 
financing to provide funds needed 
to carry on its program of ex- 
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expanded operations. 

Company officials believe the 
outlook in the various fields in 
which Sperry operates is favor- 
able for continued growth, bar- 
ring major adverse business de- 
velopments. 

Like most businesses today, the 
company is faced with problems 
of competitive pressures couplec 
with rising costs and highe) 
working capital requirements 
Nevertheless, the demand for 
technological improvements of 
weapons and machines, including 
electronic data-processing equip- 
ment, favors those companies that 
have special competence and ex- 
perience in the techniques re- 
quired, such as electronics, hy- 
draulics, electro-mechanics, and 
gvro-controlled mechanisms 
These are combined in Sperry t 
an exceptional degree. 


Carborundum Company 
“IT have been a subscriber for a num- 
ber of years and would appreciate re- 
ceiving late data on Carborundum Co. 
new developments.” 
P.F., Philadelphia, Pa. 


Carborundum Co. is a leading 
manufacturer of abrasives. Car- 
borundum achieved sales of $104,- 
873,499 in 1956 and topped all 
sales records in the company’s 65 
year history, exceeding the pre- 
vious high in 1955 by 13%. 

Consolidated net income after 
taxes was $6,327,758, an increase 
of 22°% over net income in 1955, 
equal to $3.68 per share on 1,718,- 
426 shares outstanding at 1956 
year-end, compared with $3.01 
per share on 1,722,722 shares 
outstanding at the close of 1955. 

Carborundum paid dividends of 
$1.60 per share in 1956, complet- 
ing the 35th consecutive year of 
uninterrupted dividend payments 
to stockholders. 

Stockholders’ equity amounted 
to $35.69 per share at the end of 
1956, an increase of $2.07 per 
share over the previous year. 
Working capital increased $2,- 
687,082 during the year to $32,- 

(Please turn to page 566) 
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THE 


CHASE MANHATTAN 
BANK 


HEAD OFFICE: 18 Pine Street, New York 


Statement of Condition, June 30, 1957 


ASSETS 


Cash and Due from Banks . 

U. S. Government Obligations 

State, Municipal and Other Securities 
Mortgages . 

Loans x , 

Accrued Interest Receivable 
Customers’ Acceptance Liability . 
Banking Houses —— 

Other Assets . . . « « 


LIABILITIES 


Deposits .. . 
Foreign Funds Borrowed 
Reserve for Taxes 
Other Liabilities 
Acceptances Outstanding 
Less: In Portfolio. . « « 
Capital Funds: 
Capital Stock 


(13,000,000 Shares—$12.50 Par) 
Surplus ros a 
Undivided Profits. . .. . 


$180,011,057 
19,755,362 


$162,500,000 


337,500,000 
86,695,623 


$1,802, 
1,032, 
387, 
193, 
3,863, 
19, 
153, 
49, 

= 


$7,524, 


$6,693, 
a 

37, 

40, 


236,680 
831,773 
359,133 
551,618 
328,881 
097,831 
278,126 
438,011 
209,395 
331,448 


721,587 
577,878 
225,389 
855,276 


160,255,695 


586,695,623 
$7,524,331,448 


Of the above assets $510,219,329 are pledged to secure public deposits 


and for other purposes, and trust and certain other deposits are preferred 


as provided by law 


| 


Assets are shown at book values less any reserves. 




















































Allied Chemical & Dye Corp. and Kennecott Cop- 
per Corp. through their jointly owned corporation, 
Allied-Kennecott Titanium Corp., formed in 1956, 
has acquired a 1500 acre tract on Cape Fear River 
near Wilmington, N. C., as a site for new titanium 
processing and fabricating plant to cost an esti- 
mated $40 million. The plant will use a new multi- 
stage, continuous process for reduction of titanium 
tetrachloride with sodium to produce titanium metal 
sponge, which will be melted in a vacuum to pro- 
duce billets for processing into mill products. The 
new facilities will also include a research and devel- 
opment laboratory, with total initial employment 
of 500 when plant is completed early in 1959. The 
estimated initial capacity is 8000 tons annually. 


Aluminum Co. of America has acquired assets 
of Columbia River Orchards, Inc., of Wenatchee, 
Washington, including 1700 acres of which 500 are 
orchard and 400 are in wheat. Columbia will retain 
corporate name and continue to grow and market 
fruit. Aluminum Co. of America will also use the 
orchard as an experimental area to study effects 
of plant fumes and dust on fruit. 


American Viscose Corp. has developed a new con- 
tinuous filament rayon fibre, to be known as Super 
Rayflex, said to be 40% stronger than regular Ray- 
flex. This fibre will be made primarily for indus- 
trial use, New yarn is available in 600 and 900 denier 
at 7 cents a pound more than regular Rayflex but 
claim is that tensile strength will make fabrics made 
with it cheaper than those of competing yarns where 
cost per pound of breaking strength is involved. 


American Cyanamid Co. is constructing a multi- 
million dollar flakeboard plant on 97.5 acre tract at 
Farmville, N. C. Operation is scheduled to begin 
by January, with initial capacity of 40 million sq. 
ft. of 34, inch board a year. 


W. R. Grace & Co.: On July 7, Pan American- 
Grace Airways, Inc., owned by W. R. Grace & Co. 
and Pan American World Airways Inc., will in- 
augurate a scheduled one-plane all-cargo service 
between U.S, and west coast of South America. The 
service will operate on once-a-week basis over routes 
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Keeping A breast of 


Corporate Developments 








of Pan American and Panagra between Miami anc 
Lima, Peru, with southbound flights to leave Miam 
on Sundays and northbound flights to leave Lim: 
on Fridays. 


Montgomery Ward & Co. has agreed, effective 
July 24th, to purchase 301,300 shares or about 80% 
of the outstanding stock of The Fair, a chain of fom 
department stores in the Chicago area, from the 
Kresge Foundation at $25 a share. Following this 
purchase, Montgomery Ward will offer to buy re- 
maining shares at same price, which will represent 
total eventual investment of over $9 million. Com- 
pany also plans spending $84 million on expansion 
program over the next five years to include open- 
ing of new retail stores, rehabilitation of 200 other 
retail units, and opening of 30 catalog stores this 
year. 


Phelps Dodge Corp. has exercised option to ac- 
quire a 51% interest in Wyoming Uranium Corp., 
which holds mining claims and leases in Fremont 
County, Wyoming. Company has been doing explora- 
tory drilling on the property for about a year. On 
the basis of exploration, company estimated reserves 
of uranium ore total about 200,000 tons of about 
0.4% uranium oxide. 


Sunshine Biscuit Inc. has acquired the business 
and assets of Velvet Peanut Products Inc., a Detroit 
manufacturer and distributor of peanut butter, po- 
tato chips, and related snack products. The company 
indicated that the acquisition was in keeping with 
an earlier statement that Sunshine “is not through 
buying any business at the right price that fits in 
with the type of products it makes.” 

Acquisition was accomplished by means of ex- 
change of 28,000 shares of Sunshine Biscuit for all 
the Velvet stock, of which there was 1010 shares 
outstanding as of April 30. 


Union Carbide Corp. has made plans for the con- 
struction of a major chemical plant in Putnam 
County, West Virginia. 

This expansion of operations in West Virginia is 
required to meet the continuing growth of the com- 

(Please turn to page 568) 
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THIS SUMMER, PLAN ALSO TO 


see America the 


VISIT BUTTE, MONTANA —"THE RICHEST HILL ON EARTH’— 
AND SEE HOW THE ANACONDA COMPANY MINES THE METALS 
SO ESSENTIAL TO THE NATION’S ECONOMIC STRENGTH. 


Seeing the America that’s Bountiful as well as Beautiful can be an 
interesting part of your vacation itinerary. This summer if you plan to 
take in the scenic spectacle of Yellowstone Park, you will be within easy 
driving distance of Butte—home of The Anaconda Company and for 
over 70 years one of the world’s most spectacular producers of copper and 
other important metals. 
3utte sits atop a veritable honeycomb of tunnels, shafts and passageways 
totaling some 2700 miles in length. More than 6500 of its residents are 
employed by Anaconda in extracting the seemingly inexhaustible mineral 
wealth of a 32 square-mile area whose output increases year after year. 
On guided tours you can go underground in the Kelley Mine and see how 
15,000 tons of ore a day are mined by the ingenious block-caving method. 
You can stand on a ledge 500 feet above the floor of the new Berkeley 


The Anaconda Company extends a cordial invitation to inspect “The Richest Hill on Earth 
your stay will give you a new pride and appreciation of your America the Bountiful. 


“canyon, 











BOUNTIFUL 


The 


ya Ny-Vore) tay +\ 


Company 





The American Brass Company 
Anaconda Wire & Cable Company 
Andes Copper Mining Company 
Chile Copper Company 
Greene Cananea Copper Company 





Anaconda Alumi Company 
Anaconda Sales Con.pany 


International Smelting and 
Refining Company 





illustrated above. This is a 
giant open pit operation now nearing an output of 17,500 tons of ore daily. Or, if you wish, you can “do” Butte, 
the city and its mines, on your own schedule. The Anaconda Company will be glad to send you a do-it-yourself 
map and guide to a memorable tour of the famed “Copper Trail.” Simply write the Company at Butte, Montana. 


” and believes 
57273-A 





WHAT MAKES CHESSIE’GA. 











AILROAD GROW: 


7 9 One of a series telling what Chesapeake and Ohio 
is doing to make this a bigger, better railroad. 





How do you keep track 
of 93,000 kittens? 


yhessie’s “kittens” are the 93,000 freight cars 
d by Chesapeake and Ohio. At the same 
a daily average of 26,000 “guest” cars 


d by other railroads move over C&O. 


vers realize how important it is to know 
» their cars are at any particular time. 
low’, with its new Car Location Information 
er—CLIC for short—Chesapeake and 
Yhio can tell them exactly. CLIC’s 25,000 
; of servicing wires—the world’s largest 
portation teletype network—brings ship- 
the most modern systemwide car report- 


nethods. 
’s how it works: 


oon as a freight car moves through a clas- 


ition yard or passes a major junction point 


on the C&O, CLIC knows it. At the Center the 
information is automatically recorded both in 
printed form and on tape. Then the CLIC 
machines take over, automatically teletyping 
to each of Chesapeake and Ohio's 56 district 
traffic offices the location of every car in which 


that office is interested. 


Chessie’s customers at both the originating 
and destination points can depend on quick, 
accurate car information through C&O’s new 


electronic reporting system. 


The new Car Location Information Center 
is another example of C&O’s willingness and 
ability to develop fresh techniques to keep 
Chessie’s railroad growing and going —for bet- 


ter service to shippers. 











Each of C&O's 56 freight traf- 
fu offices, from coast to coast, 
from Canada to Florida, now 
has up-to-the-minute teletyped 
information on the location of 
all cars shipped from, or con- 
signed to, its territory. Contact 
your nearest traffic office and 
see how this new car reporting 
system works for you. 





Would you like a copy of a new booklet describing CLIC? Just write: 


Chesapeake and Ohio Railway 


3807 TERMINAL TOWER, CLEVELAND 1, OHIO 











Private Investment Abroad 
Superior to Foreign Aid — 
and Why 





(Continued from Page 523) 


public utilities. The bulk of our 
investments in this particular in- 
dustry is located in Latin Amer- 
ica where local governments, for 
political reasons, frequently re- 
fuse permission for power rate 
increases even when production 
costs are forced up by inflation. 











TABLE I! 


Net capital outflow from the United States and adjusted rates of 
return on portfolio and direct investment! 


Portfolio 


Rate of return 
adjusted 


Ovitiow, for changes 
billions of 9 
deiless in capital 
values 
(percent) 
1920-30 5.05 45 
1931-39 —1.38 —.2 
1940-45 .50 5.5 
1946-53 1.04 2.9 
1920-53 5.21 2.9 


1Senate Report — February 1957 — p. 5 








Portfolio plus direct i 





Direct 
Rate of return Rate of rety 
Outflow, ' = Outflow, Paw : : 
billions of = an billions of wih 
dollars a dollars My 
values value 
(percent) (percer B 
3.17 8.2 8.22 65 & 
14 2.0 —1.24 1.2 
75 5.9 1.25 5.7 § 
9.55 15.0 10.59 WO 
13.61 8.6 18.82 6.4 


—E 











TABLE | 
Net outflow of private long-term capital 
from the United States 


Rein- Total of Total of 
Net vested net capital net capital 
— capital subsid- outflow and outflow and 
out iary reinvested reinvested 
flow earn- subsidiary subsidiary 
ings earnings earnings 
Millions of 
Millions of current dollars dollars in 
1955 prices 
1922 822 1,442 
1925 871 1,481 
1928 1,310 2,164 
1929 636 1,108 
1946 103 303 406 549 
1947 796 387 1,183 1,440 
1948 790 581 1,371 1,577 
1949 740 436 1,176 1,348 
1950 1,116 475 1,591 1,796 
1951 965 752 1,717 1,806 
1952 1,064 876 1,940 2,010 
1953 536 776 1,312 1,347 
1954 984 644 1,628 1,650 
1955 959 868 1,827 1,827 








In all other industries, where 
the host government does not at- 
tempt to set prices, direct foreign 
investments are fully in line with 
good corporate management. In 
fact, in the case of some of our 
most important corporations, in- 
come from foreign investment has 





Can Office Equipments 
Maintain Their Pace? 
See our issue of 
August 3, 1957 


for a careful appraisal 


of this industry 














already outpaced domestic earn- 
ings. This is particularly true of 
the oil industry. Standard Oil of 
New Jersey and Gulf Oil both 
derived more than two thirds of 
their total net earnings in the last 
two years from foreign operations 
while in the case of Socony Mobile 
and Standard Oil of California 
the distribtuion between foreign 
and domestic income is approxi- 
mately even. 

The problem of bringing the 
abominably low standard of liv- 
ing in the world’s underdeveloped 
areas somewhat closer to that 
prevailing in the economically 
advanced countries is one of the 
difficult challenges to the Free 
World. Each day its solution be- 
comes more difficult since the real 
income level is persistently rising 
at a slower rate in the underde- 


veloped countries than in the ad? 
vanced ones. Thus, the economic 
gap between these two parts is 
continuously becoming less bridge- 
able. What is needed therefore is 
a new approach on the part )fj 
both capital-exporting and capi-§ 
tal-importing countries to encour- 
age a higher flow of private in- 
vestment from one to the other 
Government economic aid has a 
part in this too. But it should |x 
confined to that of a catalyst, 
accelerating the flow of private 
capital which must provide the 
vast bulk of development funds. 
For these funds must come forth 
not for political or strategic rea- 
sons but for the same kind of 
well-calculated business consic- 
erations which have made our 
own economy the world’s richest! 
and strongest. END 








TABLE Ill 


Yields on United Sates domestic and United States foreign investments, 
by industry, 1950 and 1951 


[In millions of dollars} 


Value outstanding 


All industries 11,788 
Agriculture 589 
Mining and smelting 1,129 
Petroleum 3,390 
Manufacturing 3,831 
Public utilities 1,425 
Trade 762 
Other 662 
All industries 13,089 
Agriculture 642 
Mining and smelting 1,317 
Petroleum 3,703 
Manufacturing 4,352 
Public utilities 1,431 
Trade 883 
Other 762 


Foreign investments Yield on domestic 


investments, 
Earnings Yield, percent percent 
1950 
1,766 15.0 11.2 
115 19.5 12.0 
148 43.1 8.1 
627 18.5 11.5 
637 16.6 14.1 
41 2.9 6.1 
117 15.4 11.9 
81 12.2 10.3 
1951 

2,236 17.1 9.0 
140 21.8 9.1 
220 16.7 6.4 
896 24.2 11.5 
696 16.0 10.4 
43 3.0 5.4 
143 16.2 8.3 
98 12.9 9.6 
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The FIRST 


NATIONAL CITY BANK 


a enNtvey, of New York 
i) ae % 
EB —— Head Office: 55 Wall Street, New York 


75 Offices 
in Greater New York 


71 Overseas Branches, 
Ofhces, and Affiliates 
ee 


Statement of Condition as of June 30, 1957 


ASSETS 

CasH, Go.p anp Due rrom Banxs . . . «. «) $1,843,930,533 
Unitep Srates GovERNMENT OBLIGATIONS. 1.028.143.263 
STATE AND Municipat SECURITIES. . . 6. 06 372,368,499 
ee a ee 108 470,561 
Loans AND Discounts. . . . . «© « «© © © 879,892,120 
Rear Estate Loans ano SECURITIES. . 2. 6 « 25,444,7 

Customers’ LIABILITY FOR ACCEPTANCES . 2 104,098 954 


Stock In FepERAL Reserve BANK . . 2 e « 15,000,000 

OwNeERSHIP OF INTERNATIONAL BANKING 
ee ge ee. ee “whe 7,000,000 

De Tee. 4g 6 eS eee! & eS 34,887,751 


ee ee ee ee 14,909,543 


OS ae ae “$7 434,145,976 
LIABILITIES 
NS gs ae ee ie ig ge $6,614,182,518 


LiaBil ITY ON ACCEPTANCES AND 


BiLts . ener, bess $133,145 476 
Less: Own ACCEPTANCES IN 
PorTFOLIO 26,775,818 106,369,658 
Dve To Forricn Centra Banks. 28,825,600 


(In Foreign Currencte 
Irems in TRANSIT WiTH BRANCHES «2. . 1 18,536,607 
RESERVES FOR: 
UnearneD Discount AND OTHER 
eee Oe ae eee, See a ee 
InrEREST, Taxes, OTHER ACCRUED 
EXPENSES, 
DiviDEND 
CapiTAL . . 
(10,000,000 Shas 


UNEARNED 
31,853,401 


51,468,941 
6,900,000 


ETC.. 


© ee $200,000,000 
$20 Par) 
300,000,000 


76,009,251 


SuRPLuS. 
S76 009,251 


#7 434,145,976 


UnpivipED Wissel ; 





Total . 


Figures of Overseas Branches are as of June 25 


$508, 273,868 of United States Government Ob igat ions and $33,664,700 of 
other assets are pledged to secure Public and Trust Deposits and for other 
purposes required or permittes d by law. 


Member Federal Depossi Insurance Corporation 


Affiliate of The First National City Bank of New York for separate 
administration of trust functions 


CITY BANK FARMERS TRUST COMPANY 
Head Office: 22 William Street, New York 
Capital Fund's $33,592,460 
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Mid-Year Appraisal of the 
Food Processors 





(Continued from page 529) 


costs accounted for disappointing 
earnings through the winter 
months, but more satisfactory op- 
erations are anticipated this sum- 
mer, especially if seasonable tem- 
peratures encourage normal de- 
mand for ice cream. An advance 
in vegetable oil prices handi- 
capped margins in “Parkay” ole- 
omargarine output through the 
March quarter, but this condition 
is believed to have been adjusted. 
As a result, earnings for the year 
are expected to make a better 
comparison with 1956 than ap- 
peared for the March quarter. 
Maintenance of the 45-cent quar- 
terly dividend is regarded as as- 
sured, 

Borden has marked its centen- 
nia] year by vigorous promotion 
of chemical products and other 
non-dairy lines. Results obtained 
from introduction of soluble cof- 
fee have been disappointing be- 
cause of intense cempetition. Em- 
phasis is being placed on malted 
milk, chocolate instant milk and 
similar items marketed through 
grocery channels. Despite moder- 
ate narrowing in margins, earn- 
ings have edged higher partly as 
a result of a change in computing 
depreciation for tax purposes 
which resulted in a saving last 
year of almost $2 million in tax 
liabilities. Results this year are 
expected to range slightly above 
the 1956 showing of $5.01 a share. 


Corn Refiners and Millers Show 
Stability 


Prospects for corn refiners and 
millers are tied more closely with 
general farming conditions than 
are other segments of the food 
processing business. It is rather 
remarkable that major corn re- 
finers have been able to show a 
record of stable earnings when it 
is realized that corn prices fre- 
quently fluctuate widely. In view 
of the fact that corn accounts for 
almost two-thirds of refiners’ raw 
material costs, it may be won- 
dered how margins can be main- 
tained satisfactorily at times of 
wide price swings without pro- 
vision for comparable changes in 
selling prices. 

Corn Products Refining, leader 
in the industry, has sought diver- 
sification in acquisition of a lead- 


$32 





ing producer of liquid sugar used 
primarily in confectionery manu- 
facturing, as well as in salad oil, 
starches, dog foods and other 
products distributed through gro- 
cers. Vigorous research and ag- 
gressive promotion of new lines 
should help contribute to moder- 
ate earnings improvement this 
year. The company has an envi- 
able record for dividend stability 
in a difficult industry. 

The milling industry has been 
confronted with a problem of re- 
duced consumption in recent 
years. More and more individuals 
have been persuaded to watch 
their waistlines. Bread sales un- 
doubtedly would have fallen more 
sharply than actually has been the 
case had not the industry taken 
steps to encourage substitution of 
whole wheat or rye and protein 
types of flour in bread-baking. 
Moreover, the leading millers 
have turned to promotion of cake 
mixes and other “convenience” 
packaged flour that permits es- 
tablishment of higher prices for 
smaller amounts of processed 
foods, 

General Mills has placed em- 
phasis on breakfast cereals as a 
means of obtaining a higher re- 
turn on a given amount of grain 
put through the milling process. 
Notwithstanding diversification 
the company remains the largest 
flour miller, accounting for per- 
haps 15 per cent of this country’s 
requirements. Total domestic 
needs have remained fairly con- 
stant in recent years at about 225 
million hundredweights as popu- 
lation gains have counterbalanced 
a gradual decline in per capita 
consumption. This company has 
established a consistently good 
earnings record and its shares 
have been favored by institutional 
investors. 

The second largest miller, Pills- 
bury Mills, has endeavored to 
combat the downtrend in per cap- 
ita flour consumption by a vigor- 
ous development of prepared bak- 
ing mixes, including refrigerated 
biscuits. The growing market 
among young working couples re- 
quiring convenience products is 
the company’s objective. Keen 
competition in the field seems to 
have posed a problem in obtain- 
ing adequate margins to support 
an aggressive promotion cam- 
paign, Earnings moved up sharply 
four or five years ago, but fell in 
the 1956 fiscal year. Indications 
point to some lessening in compe- 
tition and more satisfactory re- 
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results may be obtained in the 
coming year. The company’s divi- 
dend record has been consistently 
steady. —END 
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World Demand 
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been unusually active since her 
normal 1.5 million ton surplus 
stock has been reduced to half 
that amount, and Germany has 
resumed her important place as a 
major consuming nation. And the 
other side of the iron curtain is 
also well represented in the mar- 
ket. In reeent weeks China has 
been a steady buyer, and a few 
short months ago the Soviet 
Union made headline news with 
her large Cuban purchases at 
prevailing high prices. Perhaps 
this Russian buying touched off 






fears of a new siege of interna- | 


tional tension, but in any event 
other consuming nations stepped 
up their buying at about the same 
time. 


On the supply side, Cuba has 
made a belated attempt to catch 
up with the new demand trend, 
and recently the Cuban Sugar In- 
stitute raised its estimate of 1957 
production by approximately 
250,000 tons—but this nominal in- 
crease has had little effect on the 
world price, and cane sugar 
will probably remain in short sup 
ply until the impact of this year’s 
drought in Cuba and hurricanes 
in Puerto Rico have been over 
come. Other complications aris« 
from the poor European beet 
sugar crop last year and the un.- 
certainties connected with this 
year’s crop which will prevent 
Cuba from re-building reserv: 
stocks quickly. 


In the United States, beet suga) 
producers have been enjoying 
higher prices too, but the percen- 
tage increases have not been 
nearly as great as elsewhere. The 
domestic price is controlled 
through quotas established each 
year by the Department of Agri- 
culture, reducing the demand-sup- 
ply relationship to a relatively 
minor role in fixing prices. At 
year end, the Department esti- 
mates the succeeding year’s con- 
sumption and apportions the mar- 
ket among the domestic producers 
(including Puerto Rico and Ha- 

(Please turn to page 554) 
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MAN AT,WORK 


Account Executive Don Lane 
Newark Office 


ening at home. doing what he is likely 


his is 
f our spending an 
» be doing more nights than not after 
he kids have gone to bed. 


It’s strictly a matter of conscience. 
but vears ago as an economics major in 
ollege when Don first vot interested in 
he securities field. one of the things 
iat most appealed to him about the 
business was its unlimited challenge 
>» know as much as he could about as 


iany different companies. 


That kind of curiosity in a broker is 
bviously worthwhile. for what he knows 
r doesn’t know can make the difference 


etween prolit or loss to his customers. 


In the office. Don spends most of his 
me talkhine with these customers—in 
erson and on the phone. There just isn't 
nough time to digest the financial news 
f the day or to keep up with the steady 
ow of company reports that come to 
is desk from our Research Department, 
lence the homework. 


Actually, there’s nothing new about 
homework to Don Lane, because he was 
exposed to it—on an assignment basis 
almost from the first dav he came to 
work here. That was about a dozen 
vears ago. not long after he had put his 
campaign ribbons and captain’s bars in 
the bureau drawer and applied for a 
place in one of Merrill Lywneh’s early 


training school classes 


Don was accepted. in sood part 


because of his conscientiousness—a 
quality we've looked for in picking all 
been 


the other 900 men who have 


admitted to our school. 


If he hadn't been earnest. Don might 
not have come through that six months 
course. By his own admission. it’ was 
“tough”. with classroom sessions from 9 
to 5 and a couple of hours work in the 
evening. When he finished though. Don 
knew he 


damentals of our 


had a cood grasp of the fun- 
stocks. 


corporate 


busine ss 
bonds. and commodities . . . 


finance and balance sheets ... taxes and 


























analysis and 


accounting security 
portfolio management... Stock Exchange 


procedures and Merrill | ‘ neh policies. 


As a matter of fact. when he took the 
exhaustive examination that evervone 


must pass to become a_ registered 
representative with a member firm of 


the New York Stock 
hit it for a solid 100 


Exchange. Don 


Quite properly nowadays, Don is 
inclined to discount that perfect score 
“The only 


he savs. “are the 


figures I'm interested in.” 


ones that show how 
each of my customers is doing.” 

Don won't talk about that record. but 
eustomers seem 
satistied. No. they don’ tall make the right 


decision all the time 


we can tell vou his 


that’s impossible 
in this investment business—but as a 
vroup they have contidence in Don and 
in his recommendations when they dis- 


cuss their proble ms with him. 


Because they know Don is a Merrill 
Lynch account executive. and that means 


he Is a man who does his vinhe work, 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


70 Pine Street. New York 5. N. Y. . 


Offices in 112? Cities 
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waii), Cuba, and the rest of the 
producing areas of the world. Re- 
flecting this price-protecting me- 
chanism, the domestic price is us- 
ually higher than world prices, 
but in the current scramble for 
the available supply the relation- 
ship has become inverted, al- 
though upward pressure on do- 
mestic prices does continue, espe- 
cially on the East Coast where 
consumers and refiners rely on 
imported sugar as their principal 
source of supply. 

Last month, in an attempt to 
stem the rising price tide, the 
Agricultural Department raised 
its consumption estimate from 
9,000,000 to 9,100,000 tons, hop- 
ing to encourage the flow of west- 
ern beet sugar to the east, since 
under the revised quota system 
established in the 1956 amend- 
ments to the Sugar Act the larg- 
est portion of the increase in con- 
sumption, over and above original 


estimates, is to be provided by 
the domestic and Puerto Rican 
producers. However, as is so often 
the case, the realities fail to 
square with the theory. Theoreti- 
cally, an increase of 100,000 tons 
should exercise a depressing influ- 
ence on eastern seaboard prices, 
but in actuality the increased ton- 
nage reduces itself to less than 
25% of that figure. For Puerto 
Rico has already ‘indicated that it 
will have a deficit this year and 
will not be able to meet all its 
original commitments and the do- 
mestic sugar industry has not yet 
developed a mature enough mar- 
keting system to siphon sugar 
from one area of the country to 
another, at will. Little western 
sugar, therefore is actually flow- 
ing to the east and, as a matter 
of fact, shipments to date are 
running behind the rate of a year 
ago. Thus the 100,000 ton in- 
crease in sugar quotas is merely 
on paper, for it has brought forth 
no increased supplies to support 
estimated consumption. The addi- 
tional 200,000 tons added to the 
estimate last week, may prove 
just as impotent. 

The story of sugar this year 
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then, is the story of prices. Only 
in wartime, in the past, have they 
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been at present levels—and onlyg Pr¢ 
in wartime have world sugar sup PT! 
plies approached the shortagem lea 
state that now exists. But the im.§ 19% 
pact on the various segments off W!" 
the industry is not a simple one SP 
nor does it strike the various pro.§ V& 
ducers with equal force. V 

Certainly the Cuban cane grow 2° 
ers, enjoying the most actives 4 
peacetime demand in history, andj °°! 
striving to increase production shi 
and deliver as much sugar as pos-§ © 
sible at the current attractive °™ 
price level, are faring well. But P' 
the blessing is a mixed one, since f 
other areas are encouraged to in-™ th 
crease their production as well De 
and new producing countries are Un 
finding the price structure a boon "2 
to their intant industry. Spurred§} &# 
by the high 1952 quotations tne lio 
rest of the world increased pro-§ >“ 
duction by 25% while Cuba wasp 1 
striving to reduce supplies. Thep 1" 
present market situation may wellp 4" 
lead to the same result, althoush 
current crop failures will delay 
the day of reckoning. 

For the short term however, : 
the outlook is excellent, Earlier— &” 
in the year, the Cuban Govern-§ A! 
ment authorized a 12% rise ing} W®' 
1957 output, but since then Yi! 
drought conditions have devel-§ daz 
oped in some of the island’s west-9 '“ 
ern provinces and all restrictions) _ | 
have been lifted. Total production} Pu 
for the year, therefore, will in-§ [a's 
crease, but not significantly. Nev-) ©#" 
ertheless, the various companies ‘" 
will undoubtedly thrive on thep th 
higher prices obtainable at sub-§ !™% 
stantially the same level of ship-§ 4® 
ments as a year ago. 1957 may§ Pe” 
well be a banner year. Wee 

; dict 
Cuban Producers sos 

Short comments on important § &"4 
sugar producers and refiners are§ '*' 
appended to the accompanying end 
table, but below are some ex- sale 
panded comments on the major has 
companies. mal 

Cuban Atlantic Sugar ac-p) “! 
counts for over 10% of Cuban I 
production. Higher selling prices) "“" 
in 1956 were largely offset by the | dan 
ill effects of the drought condi-) * F 
tion in western Cuba. Raw sugar) P°" 
production advanced slightly, but the 
refined sugar and molasses pro-) “! 
duction declined sharply, holding ) ‘“" 
earnings gains to a scant 7%. | ® . 

In the year to end September | ° . 
30, 1957 indications are that sub- | ; : 


stantially the same factors were 
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at work during the year, but mod- 
erately larger production of all 
products and substantially higher 
prices in the world market, should 
lead to significantly better earn- 
ings. Nevertheless, the shares, as 
with most in the industry, are too 
speculative for the average in- 
vestor. 

Vertientes-Camaguey Sugar, 
not as severely affected by the 
drought and with excellent cost 
controls in force, increased its per 
share net from 71¢ in fiscal 1955 
to 86¢ a year later. The company, 
one of Cuba’s largest raw sugar 
producers, in common with others 
from the area, is benefiting from 
the increased world demand and 
higher prices obtainable in the 
United States. With production 
higher, sales should score good 


P gains over last year’s $16.5 mil- 


lion, and earnings improvement 
seems assured. However, unstable 
industry conditions and widely 
fluctuating sales and earnings re- 
duce the stock’s attraction. 


Puerto Rico 


Puerto Rican sugar producers 
enjoy a favored position in the 
American market, as do the Ha- 
wailan producers, but the com- 
bination of drought and hurricane 
damage has seriously reduced the 
industry’s profit potential. 

Under the revised Sugar Act, 

erto Rico has obtained a 
arger percentage of the Ameri- 
can market, but the series of na- 
tural catastrophes may prevent 
the island’s producers from meet- 
ing their commitments this year. 
As always, crops are heavily de- 
pendent on the vagaries of the 
weather, seriously hampering pre- 
dictability and earnings stability. 

Central Aguirre Sugar, the 
island’s largest completely inte- 
grated unit scored a sharp earn- 
ings advance in the year that 
ended last July, on only moderate 
sales gains. Substantial progress 
has been made in mechanizing 
many operations and reducing 
unit costs. 

The company has been fortu- 
nately free of major hurricane 
damage, and should, therefore, be 
a prime beneficiary of the sus- 
pension of crop restrictions and 
the higher prices in force. Sales 
will probably show a sharp ad- 
vance in the year ending July 31, 
and earnings should be well ahead 
of last year’s $1.82 per share. 

South Porto Rico Sugar, is 
one of the largest producers in 
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in management, too... 





Borg-Warner plans for the future 





Like any team, a company’s management is strengthened by the depth 
of its reserves. Accordingly, Borg-Warner several years ago initiated 
a program of building Management in Depth—to assure a continuing 
supply of capable executive manpower at all supervisory levels. 

Basis of this activity is an intensive executive training program involv- 
ing concentrated study of all company operations, and such management 
problems as maintaining a sound corporate structure, new product de- 
velopment, cost reduction, labor relations, communications, and similar 


subjects. 


That the program is successful is evidenced by the fact that during 
the past few years many young but highly qualified men have been ad- 
vanced to more important executive positions, and their places capably 


filled by others trained to succeed them. 


Presently pursuing this program with increased effectiveness, Borg- 
Warner plans for the future confident that its management structure will 


continue strong. 
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Puerto Rico and a major pro- 
ducer in the Dominican Republic. 
Output from Puerto Rican prop- 
erties enjoys favored status in the 
United States, but most of Do- 
minican production goes into the 
world market. Earnings are un- 
usually voltaile, therefore, but re- 
sults this year should be excep- 
tionally good, with over sixty per- 
cent of production receiving 
higher world prices. 

Mechanization in both coun- 
tries has lowered unit costs, and 
furfural contributes significantly 
to earnings. The $2.93 per share 
earned a year ago should be 
topped this year. 


Domestic Industry 


In the United States the beet 
growers are having a generally 
satisfactory year, but price in- 
creases have not approximated 
the percentage gains in world 
markets, and the benefits can not 
be expected to be as_ great. 
Drought and crop damage in some 
sections of the country have hurt 
some producers, but on the whole 
the industry should have little 
trouble meeting its quotas. 

Indications are, however, 
consumers in this country 


that 
have 


adequate supplies and that in all 
probability, the Department of 
Agriculture’s consumption esti- 
mates will prove too high. Never- 
theless earnings may continue to 
improve, although the sharp ad- 
vances evidenced at the close of 
the recent fiscal year will be hard 
to repeat in view of the govern- 
ment’s determination to hold fur- 
ther price increases down. 

Great Western Sugar, the largest 
and one of the more diversified 
beet sugar producers, scored a 
25°~ earnings advance in the year 
ending February 28, 1957. With 
higher acreage and marketing al- 
lotments for the current year, the 
should continue to do 


company 
well, provided water remains 
plentiful and prices hold near 


their present levels. 

The present $1.50 annual divi- 
dend payment offers an attrac- 
tive yield, but coverage is small. 
The stock is best left alone. 

Holly Sugar and American Crystal 
Sugar, the second and third rank- 
ing members of the industry are 
in roughly the same position as 
Great Western. Last year was a 
good one—this year appears good 
at this early date, but weather 
conditions and tight government 
control can lead to a _ sudden 
change of outlook. 


Domestic Cane Refiiners 


sugar have 
recent 


refined 
steadily in 


Prices of 
advanced 








the calendar year 1957. 
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RICHFIELD 
Atvidend notice 


The Board of Directors, at a meeting held July 9, 1957, 
declared a regular quarterly dividend of seventy-five cents 
per share on stock of this Corporation for the third quarter of 
payable September 14, 1957 to 


stockholders of record at the close of business August 15, 1957. 


RICHFIELD 0/7 Corporation 


Executive Offices : 555 South Fiower Street, 
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Norman F. Simmonds, Secretary 
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months, but not as much as raw 
sugar costs to the refiners. With 
wage and transportation costs ap- 
preciably higher and shipments 
running behind the level of a year 
ago, refining profits may dip in 
1957. 

American Sugar Refining, the na- 
tion’s largest cane refiner scored 
impressive sales and earnings 
gains in 1956, but the outlook for 
1957 is more clouded. Net income 
per share jumped to $3.76 from 
$2.90 in 1955, after adjustment 
for a 4 for 1 stock split in early 
1957. 

Although refining profits may 
dip, the company is also a large 
producer of sugar in Cuba, and 
price increases may help offset 
the refining decline. On balance, 
1957 should be at least as good as 
1956, provided prices remain 
stable. The stock trades in too 
wide a range for most investors 

END 
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industry, as the makers boasted 
in their advertising copy that 
these cigarettes offer among other 
things, just a “hint of the mint’, 


and the “coolness of a mountain 
spring”’. 
The razor-sharp competition 


which has characterized the ciga- 


rette industry ever since it was | 


spawned really steamed to the 
white-heat level as several men- 
tholated brands hit the market. 
Although this particular type of 
cigarette has accounted for only 
a rather infinitesimal portion of 
the overall sales of cigarettes, this 
portion has been on the upswing 
in recent years as smokers con- 
stantly switch from one brand to 
another and from type to type 
until they feel the ultimate in 
taste and satisfaction has been 
achieved. Aware of this situation, 
and always prepared to seize upon 
an opportunity to beef up their 
sales and earnings, the manufac- 
turers have sought to satisfy the 
whims of the smokers. This has 
resulted in all but one of the 
major cigarette producers being 
lured into the mentholated field. 
Volume in menthol smokes last 
year reached 4.7 billion units, o1 
3.8% of the industry total, and 
it is being forecast in tobacco 
quarters that further gains wil 
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™ WASHINGTON WATER 
POWER COMPANY 


First Mortgage Bonds, 
4%% Series due 1987 


Due July 1, 


Dated July 1, 195 
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Price 100% and accrued interest 





Copies of the Prospectus may be 


such of the underwriters, including the undersigned, as may lawfully offer th 


Kidder, Peabody & Co. Blyth & Co., Inc. 


Laurence M. Marks & Co. 
The First Boston Corporation 
Glore, Forgan & Co. 


Eastman Dillon, Union Securities & Co. 


Harriman Ripley & Co. Lazard Fréres & Co. 


Incorporated 
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White, Weld & Co. 


Allen & Company 
Goldman, Sachs & Co. 


Lehman Brothers 








Merrill Lynch, Pierce, Fenner & Beane Salomon Bros. & Hutzler Smith, Barney & Co. 
Stone & Webster Securities Corporation Dean Witter & Co. 
Tuly 10, 1957 
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the industry confesses that it is 
considering, and has been consid- 
ering the menthol field for some 
time. 


scored this year. 

Brown & Williamson’s “‘Kools” 
r years are believed to have held 
e lead in the mentholated field; 


ut last year R. J. Reynolds de- 

ded to challenge “Kools” and Swing to Filters Accelerating 
eir omni-present penguins by 

arketing its “Salem” brand. Meanwhile, the swing toward 


filter tip cigarettes continues un- 
abated. Much of the progress re- 
corded by the cigarette manufac- 
turers is directly attributable to 
rapidly increasing demand for 
filter tip smokes which sell at 
slightly higher prices than the 
regular brands and thus afford 
the makers a wider profit margin. 
Health-conscious smokers have 
been switching to the filter tips 
at a pace so rapid that sales of 
these cigarettes climbed to an 


hilip Morris quickly followed by 
acing a filter on its “Spud” ciga- 
tte and at the same time dressed 
its package with a new crush- 
oof flip-top box. Next came Lor- 
lard with its new cool-tasting 
Yewport’’, and currently Liggett 
Myers is marketing its men- 
olated smoke under the name of 
asis”. The lone manufacturer 
ithout a mentholated cigarette 
he market is American To- 
0, but even this stalwart of 


oO 


1957 





impressive 30‘: of all cigarette 
volume last vear and it is almost 
unanimously agreed both in the 
trade and in government circles 
that filter tips may account for 
40°° or more of the total market 
in 1957. 

In the midst of all this turmoil 
enveloping the cigarette industry, 
manufacturers in June announced 
a price hike on non-filter brands 
which have been lagging behind 
in sales as the shift to filter tip 
preference gathered momentum. 
Tobacco companies lifted the 
price on regulars 35 cents per 
thousand, which resulted in a one 
cent a pack increase at the retail 
level. The advance in price was 
attributed to higher costs for to- 

(Please turn to page 558) 
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As Tobaccos Face the 
Second Half 





(Continued from page 557) 


bacco, labor and advertising, the 
tobacco people stated. 

The price increases are ex- 
pected to add substantially to to- 
bacco company earnings in view 
of the fact that the Department 
of Agriculture already has gone 
on record with its forecast of 
consumption this year moving 
about 3.4% ahead of last year’s 
volume. An indication of the an- 
ticipated gains in cigarette com- 
pany earnings as a result of the 
price increases may be gleaned 
from projections made by a lead- 
ing statistical agency. It was esti- 
mated that the new price level 
would bring earnings of Ameri- 
can Tobacco to around $9.15 per 
share for the year 1957, compared 
with $7.51 per share in 1956; Lig- 
gett & Myers, $7.30 per share, 
against $6.39; Lorillard, $1.95 
versus $1.34; Philip Morris, $4.65, 
compared with $4.06, and Reyn- 
olds, $6.55, against $5.91. 


Company Comments 


Apropos first quarter results of 
the Big Five cigarette makers, 
R. J. Reynolds chalked up record 
sales and earnings as its “Camel” 
brand continued as the largest 
selling brand and also increased 
its share of the standard-size 
non-filter-tip market. This was in- 
deed a remarkable achievement in 
view of the diminishing demand 
for the non-filtered brands. Sales 
for the period aggregated $236,- 
612,000 and earnings were $15,- 
360,000, equal to $1.47 per com- 
mon share. In the like period of 
1956, sales amounted to $213,201,- 
000 and earnings of $13,565,000 
were equal to $1.28 per share. 

This company’s “Winston” 
brand is the front runner in the 
burgeoning filter tip field and its 
sales through the first four 
months of 1957 were running con- 
siderably ahead of those in the 
same four months last year. 
“Salem”, its mentholated ciga- 
rette, is showing increasing sales 
month by month since it hit the 
market last year. Stockholders 
were told at the annual meeting 
in April that the company was 
then in a “cash squeeze” and its 
short-term borrowings were 
about twice as high as they were 


at the end of 1956. The reason, it 
was explained, is that high qual- 
ity tobacco has been in short sup- 
ply and costs have accordingly 
risen at the same time that the 
company’s expanded sales volume 
has made it necessary to pur- 
chase more tobacco. The short- 
term borrowings will be mate- 
rially reduced before the 1957 to- 
bacco crop is marketed, it was 
said. 

P. Lorillard, which fell behind 
while the other major cigarette 
makers resurged markedly during 
1956 and promised its sharehold- 
ers that the initial three months 
of 1957 would bring more favor- 
able results as the downward sales 
trend had been halted in the final 
quarter of last year, made good on 
its promise of better things. Sales 
for the quarter ended March 31, 
1957, totaled $48,136,574, against 
$47,141,658 in the corresponding 
period last year. Net income for 
the 1957 quarter amounted to 
$1,192,671, equal to 36 cents per 
common share, compared with net 
of $1,124,405, or 33 cents a share. 
Actual increases in “Old Gold” 
and “Kent” sales were even high- 
er than indicated by the first 
quarter figures because 1956 first 
quarter sales included the since 
sold cigar division, the company 
pointed out. Incidentally, reports 
in the trade have hinted that sales 
of the ‘“Micronite” filter tip 
“Kent’s” of this organization 
have been pushing steadily up- 
ward as the swing toward filters 
continues. 

Philip Morris which has taken 
the initiative in packaging its 
cigarettes in crush-proof boxes 
colorfully redesigned, scored a 
sharp rise in sales in the first 
quarter this year, but earnings 
were virtually unchanged as in- 
creased advertising and promo- 
tion expenses prevented earnings 
from keeping up with the sales 
gain. Volume amounted to $80,- 
189,588, against $72,218,615 in 
the first three months of 1956, 
while net income was $2,556,860, 
equal to 80 cents per common 
share, versus net of $2,530,436, 
or 79 cents a share, reported for 
the period ended March 31, 1956. 
Top officials of Philip Morris 
were hopeful around mid-year 
that the sales increase would con- 
tinue, and they also asserted that 
the price increase instituted on 
regular types of cigarettes would 
aid results for the balance of the 
year. 

First quarter sales of Liggett & 
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Myers jumped above those for th 
like 1956 period, but net earning; 
dipped slightly. Net sales camé 
to $132,512,000 for the March 
quarter, compared with $129,703, 
000 for the same quarter last 
year. Net earnings totaled $5, 
426,000, equal to $1.29 per share 
versus $5,431,000, or $1.30 pe 
share, in the first three month 
of 1956. The decline in net in 
come was attributed to highe 
taxes. : 
American Tobacco, the largesm !"! 
manufacturer of cigarettes, an@ “ 
the biggest of all the tobacco comg °! 
panies with its extensive line of 2" 
cigarettes, cigars, and smoking ©° 
and chewing tobaccos, reported "# 
that heavy advertising and sale@ U 
promotion costs of “Hit Parace '™ 
filter tip cigarettes were resporsig "© 
ble for lower first quarter earng ©’ 
ings of the company. Sales for tha UP 
March quarter aggregated $2458 8 
199,000 and net earnings amount!) 14 
ed to $10,133,000, equal to $1.49 19 
per share, compared with sales om 1° 
$251,015,000 and net income of “¢ 
$11,365,000, or $1.62 per share T° 
in the first three months of 19 56% 5" 
That optimism is prevaleng *” 
among the tobacco companies i shi 
evidenced by the fact that at leas!" 
one of the major cigarette manus “!\’ 
facturers has announced plang °¢ 
for an expansion program ing‘ 
volving considerable expenditures 
while others have already plunge 

into the diversification swim, 
popular pastime in the post-wa Hive 
first 


years. 

R. J. Reynolds has earmarkeg 
some $35,000,000 for new cigar ™°" 
ette making facilities in the Wing 2!“ 
ston-Salem, North Carolina areg “""' 
This expansion is necessary imS?!" 
order that the company might bg °@"" 
able to meet increasing sales, ac °°") 
cording to a company Oofficia 
Other tobacco organizations hav 
taken their initial step to dive . 
sify their activities, with a snuf yah 
company (Helme) acquiring 92?" 
pretzel manufacturer and i 
cookie-baking division, an 
Philip Morris buying up a lead 
ing producer of dairy, meat, brea 
and candy wrappers. 

The latter two moves mig 
sound as though the tobacco peé 
ple are away off base as the 
enter strange, new fields of it 
dustry. But others in the tobat 
co industry have disclosed tha 
they are studying closely the po: 
sibility of diversifying and th 
hundreds of companies in othe 
businesses are being studied : 
the industry seeks a broader salé 
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and profits base. 
Since the medical science rep- 





—e resentatives threw the smokers 
5129,703,8 as well as securities of the to- 
rter las bacco manufacturers into a tur- 
aled $5, moil on the health issue, the mar- 
ver share Ket for such stocks has fared 
1.30 pe poorly. Many portfolios have been 
» month cleaned out of tobacco shares de- 
1 net ing Spite the fact that there are few 
o highem in ustrial classifications which 

can offer comparable yields. Earn- 
e larges ines records of the cigarette man- 


cturers have oustripped those 


ttes, ang . 
many corporations in other 


acco comm °! 


fe line off 2fOuUPS as far as consistency is 
smoking: concerned. The tobacco makers 
reporie@ have met the challenge and slowly 
and sale@ bu surely appear to be regain- 
“Paracel inv a foothold in the climb back 
respor sig © nvestor confidence. Sales and 
ter earng °2' nings improved in 1955, got 


. more powerful head of steam 
956, and were generally satis- 
ory in the first quarter of 


es for tha UP 
ed $2458 1" 
; amounty 14 


to $1.4 1997. If the record consumption 
h sales o@ forecast by the Department of 
ncome om AE iculture, the price boost on 
er shares Te! ilar types of cigarettes, expan- 
Sof 19568 Sion and diversification plans, are 
prevaleng & criterion, cigarette makers 
panies ii sh uld enjoy satisfactory earn- 
it at leas ings this year. Thus, the liberal 
te manus dividends now prevailing should 
ed plan be maintained, imparting in- 
xram_ in creased confidence to investors. 
onditures! 








y plunge! The Cigar Makers 


swim, @ . ' 
: Cigar manufacturers turned in 
>commendable performances in the 

first quarter of 1957 and spokes- 
men for these companies ex- 
pressed the belief that barring 
unforeseen developments and de- 
spite increased costs, sales and 
earnings should be very satisfac- 
tory. Sales of cigars in 1956 were 
#reported at more than 6,300,000,- 
000, the best year since 1929. 
There was a slight decline ex- 
perienced in the January through 
April period this year, but the 
Department of Agriculture in 
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= an mid-June predicted that consump- 
p a les tion in 1957 will be about the 





same as last year’s volume. 
Despite the excellent sales 
registered in 1956, the industry 
still is confronted with a struggle 
to keep its turnover at last year’s 
high level. This struggle involves 
winning the favor of women to- 
ward cigars. The industry has 
placed the bulk of its financial and 
creative efforts behind the task 
of winning for present and poten- 
tial cigar smokers the sympathe- 
tic understanding of women, who 
uietly or forcefully, disappr ve 
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of the stogies. 

Leaders in the manufacture of 
cigars reported earnings about 
equal to or slightly ahead of those 
in the first quarter of 1956. Gen- 
eral Cigar had sales of $10,884,- 
106 and net profit of $465,936, 
equal to 80 cents per share, com- 
pared with sales of $8,512,070 
and net earnings of 57 cents a 
share in the like 1956 period. De- 
spite a decline in sales from $8,- 
700,000 in the first quarter of 
1956 to $7,700,00 in the initial 
three months of 1957, net earn- 
ings of Bayuk Cigars increased 
from $188,952, or 24 cents a share 
to $199,458, or 26 cents a share. 
Sales and earnings of Consoli- 
dated Cigar were reported to 
have equalled those for the first 





AVISCO 
{WERICAN VISCOSE 
CORPORATION 

Dividend Notice 

Directors of the American Vis- 

cose Corporation at their regular 


1957, de- 


clared a dividend of fifty cents 


meeting on July 3, 


(50¢) per share on the common 
stock, payable on August 1, 1957, 
to shareholders of record at the 
close of business on July 17, 
1957. 

WILLIAM H. BROWN 


Vice President and Treasurer 





quarter last year. 
The Snuff Companies 


The venerable snuff makers 
also comported themselves quite 
creditably in the opening quarter 
of the year. U. S. Tobacco showed 
sales fractionally lower and per 
share earnings off only one cent 
to 32 cents. Sales in 1957 are ex- 
pected to be in line with the $27,- 
700,000 reported for 1956. G. W. 
Helme made headlines and set the 
tobacco industry buzzing with its 
acquisition early this year of the 
pretzel manufacturer and_ its 
cookie division, as noted above. 





COLUMBIA PICTURES 
CORPORATION 


7% Directors at a 
ting held June 28, 1957, 


3oard 


lared a quarterly dividend 
f $1.06Y% r share on the 
$4.25 Cumulative Preferred 
tock of the company, pay- 
able August 15, 1957, to 
stockholders of record Au 


t 1, 1957 
A. SCHNEIDER 


First Vice-Pres. & Treas. 

















In the first quarter this year, 
Helme had earnings equal to 46 
cents a share versus 43 cents a 
share in the same period last 
year. American Snuff’s earnings 
fell slightly in the March quarter 
and for 1957 are anticipated at a 
somewhat lower level than the 
$4.05 earned in 1956. In the case 
of all three of these snuff makers, 
which have paid dividends with- 
out interruption for at least 40 
years, present dividends are ex- 
pected to be maintained. END 





RIO GRANDE VALLEY 
GAS COMPANY 


Brownsville, Texas 


DIVIDEND No. 35 


A cash dividend of five cents per share 
on the outstanding common stock of this 
corporation has been declared payable 
August 9, 1957, to stockholders of record 


at the close of business July 12, 1957. 


W. H. MEREDITH 


July 1, 1957 Treasurer 
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113th CONSECUTIVE QUARTERLY CASH DIVIDEND 
The Board of Directors has declared a quarterly 


cash dividend of 


$.25 per share on Common Stock 


payable September 30, 1957 


to stockholders of 


record at close of business September 16, 1957. 


July 2, 1957 
Over 1,000 offices 


[ 
Benofiti f 
in U. s| 


| Finance 





Wm. E. Thompson 


Secretary 


Canada, Hawaii and Alaska 
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Beverage Companies Adjust 
to Fluid Conditions 





(Continued from page 534) 
of the 1930 depression are left 
behind. In addition, operating 
economies are anticipated as 
high-cost distilling facilities are 
withdrawn from operation. 

A need for further curtailment 
in whiskey production is shown 
by the fact that stocks held in 
bonded warehouses at the end of 
last year came to more than 726.5 
million gallons as measured on 
original entry. Thus in spite of 
increased sales last year of almost 
8 per cent, inventories of whis- 
key mounted slightly for the year. 
Stocks in bond eight years or 
more are becoming greater than 
can be economically handled. 

Under regulations prevailing 
since prohibition, liquor held in 
bond for eight years becomes sub- 
ject to prevailing excise levies 
even if not withdrawn. The dis- 
tiller has the option, however, of 
exporting, redistilling or destroy- 
ing such inventories. Since alter- 
natives are costly, most distillers 
prefer to put such whiskey on 
the market, and the threat of ex- 
cessive supplies tends to hold 
down prices. Congress has shown 
an inclination to modify restric- 
tions to permit whiskey in bond 
to be commingled with supplies 
not yet aged. Adoption of a meas- 
ure enabling distillers to put into 
effect such a program would pro- 
vide considerable’ relief. The 
mixed spirits would be consid- 
ered to fall in the age bracket of 
the younger product. The indus- 
try has sought permission to ex- 
tend the bonding period beyond 
eight years before taxes become 
operative. 

Basis for a more hopeful out- 
look for companies in this cate- 
gory is found in the fact that en- 
couraging progress has been made 
in diversification of operations 
and signs of more effective mer- 
chandising plans may be dis- 
cerned. Promotional efforts to 
stimulate holiday sales by bottiing 
popular brands in attractive de- 
canters have proved effective. 
Consumers have been induced to 
accept straight whiskies instead 
of the wartime blends. Success in 
marketing straights at the ex- 
pense of blends helped relieve 
pressure of aged spirits in bond. 
Popular’ straights contain as 
much as three times the amount 
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of whiskey as blends, which are 
made up of large portions of 
neutral spirits. 

Distillers have improved their 
position also by pushing vodka, a 
colorless and odorless beverage 
which gained wide acceptance in 
the last two or three years. This 
so-called Russian drink may have 
replaced gin to some extent in 
summer potables. Sales _ rose 
sharply last year and _ proved 
especially profitable. Demand for 
wines has lagged, however, and 
companies which broadened their 
lines of merchandise to include 
such products were not especially 
rewarded. 

A study of operating results of 
representative distillers in recent 
years brings to light an evident 
need for diversification or for 
concentration of productive facili- 
ties in fewer and more efficient 
plants. With minor exceptions, 
earnings have improved little 
and dividends have remained the 
same or declined. In most in- 
stances working capital has in- 
creased only nominally or actually 
lost ground. 

Largest of the distilling com- 
panies reviewed here, Distillers- 
Seagrams has sought to improve 
its results through investments in 
the petroleum industry. Between 
$35 million and $40 million ap- 
pears to have been set aside for 
development of oil properties. Net 
income from the company’s reg- 
ular activities was substantially 
reduced in fiscal 1956 by reason 
of write-offs for intangible ex- 
penses, dry holes, etc., thereby 
reducing tax liabilities. In the 
long run, it is calculated that the 
ventures will prove profitable. 
Presumably management would 
consider establishment of capital 
gains on sale of successful ven- 
tures. Tax savings logically might 
accrue by adoption of such a 
policy. 

National Distillers & Chemical 
embarked upon a policy several 
years ago of emphasizing chemi- 
cal operations, which to some ex- 
tent complement distilling activi- 
ties. The company in cooperation 
with others undertook production 
of polyethylene, widely used in 
containers and other industrial 
products; along with agricultural 
chemicals. Jointly with others, 
National also has set out to pro- 
duce zirconium products. Contin- 
ued progress in chemicals prom- 
ises to achieve distinct earnings 
improvement. The shares’ un- 
doubtedly are entitled to a more 
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generous appraisal of earningipef 
power because of the diversificdhe 
tion and stabilizing influences @ \ 
recent developments. ha 
Schenley Industries stressed evHica 
pansion and enlargement of prodn} 
ucts in a move to strengthen itfknd 
position. Acquisition of a domihav: 
nant position in Park & Tilfoning 
enabled the company to bolstelpro: 
imports of Scotch whiskey and tMist 
enlarge facilities abroad. Thing 
company has placed emphasis off « 
straights in promotional eifort#nd 
thereby benefiting from a puw)lifby 
preference for this type of whi: Acq 
key. Keen competition in winlpla 
and beer appears to have hanjfitt! 
pered financial progress in thesfist 
divisions. Pharmaceuticals rdiche 
main relatively small from sala PB 
viewpoint. vit 
Hiram Walker-Gooderham ral 
Worts has recorded the best showsbar 
ing of major distillers in recenade 
years and has pushed up sales ang@ur: 
earnings primarily through prd@ha\ 
moting blends. Impressive gainfifor 
have been registered in distritfiGoet 
uting gin and vodka as well as i@heus 
breaking into the growing markeand 
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The Brewing Industry Pre 

SS 


Adverse effects of rising cost@ing 
have been more evident in thiket 
brewing industry than in dis 
tilling. Beer drinkers appear t 
have shown greater resistance t 
price increases than customer) St 
ordering liquor. Perhaps taverijc 
patrons find that they can satisfi 
their thirst with fewer bottles « 
glasses, lingering longer over on 
drink than formerly. Industr 
statistics indicate, in any even #rang 
that consumption of beer has regrin} 
mained relatively static. Lack oof «le 
growth scarcely can be blamed ofreadi 
illicit production, for there is litjvend 
tle evidence of home _ brewingdispe 
activity. gple, 

The brewing industry has sufjcould 
fered from overcapacity, keegnex; 
competition, rising distributiogdisin; 
costs and a general inability t@whic! 
increase retail prices sufficient! 
to counteract inflationary ecq@ehar 
nomic forces. Competition ha 
greatly reduced the number | 
breweries in operation since rqcr 
peal of the prohibition amen@ ot 
ment. It is estimated that betweemdopt 
600 and 700 breweries started uggimm 
when beer making became legagerage 
but scarcely more than 200 rétles, | 
main in business now, it is bapacks 
lieved. High costs of moder§dopt 
equipment have compelled smaljketin; 
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neflicient breweries to fall by 
he wayside. 
Mounting freight and trucking 
Pharges are posing a serious han- 
ressed evificap for major concerns such as 
t of pro@\{nheuser-Busch, Schlitz, Pabst 
igthen itwhnd Ballantine. These brewers 
' a domifhave been accustomed to charg- 
& Tilforing premium prices for their 
to bolstelproduct in national markets, but 
‘ey anc tifistribution costs necessitate sell- 
vad. Thing prices which seem prohibitive 
phasis off customers. Some brewers have 
il eifort¥ndeavored to meet this problem 
| a pudliiby decentralization—that is, by 
» of whigfequisition or construction of 
in wWingplants in regional areas. There is 
ave hun@itt assurance, however, that 
; in thesfistribution costs can be held in 
icals réeheck for long. 
rom sul@f Beer consumption has held 
within a comparatively narrow 
erham @anve approximating 85 million 
est showsparrels annually for about a dec- 
in recen&ide. Heavy promotional costs in- 
sales an@curred in an effort to boost sales 
ugh pr@have proved a serious handicap 
ive gaingfor several companes, notably 
1 distriiMGoebel, Pabst and Pfeiffer. An- 
well as iMfWeuser-Busch, Canadian Breweries 
if markemnd Falstaff have fared somewhat 
better. Blatz has experienced a 
substantial downtrend in volume. 
stry Prospects are not especially re- 
mssuring for breweries endeavor- 
ing cost{ing to compete in national mar- 
it in thaket 
in dis 
ppear t 
stance t 
‘ustomer 
Ss taverijcost 
in satisfgpr« 


earnin 
lversifies 
juences 





The Soft Drink Industry 


Steadily mounting distribution 
s have handicapped soft drink 
ucers in much the same way 
yottles offs brewers have been confronted 
over on@with problems. Partly because of 
Industragreater freedom in marketing ar- 
ny evengrangements enjoyed in the soft 
r has rerink industry, restrictive effects 
Lack bet lelivery costs have been more 

lamed o@readily overcome. Soft drink 
are is lif§jvendors are permitted to utilize 
brewingdispensing machines, for exam- 

ple, and the brewing industry 

has suffcould not adopt this relatively 

ty, keeginexpensive method of merchan- 
tributio#dising its wares. Coin machines 
ibility t§#which dispense bottles of soft 








ifficientifdrinks or mix concentrates with 
ary ecq@charged water are being operated 
tion ha@n industrial! plants, offices, 


mmber o®chools and other locations where 
since racrowds gather. 

amen® Soft drink producers also have 
betweedopted popular merchandising 


farted ugzimmicks—such as putting bev- 
me legagerages in large, family-size bot- 


200 ratles, providing cartons for family 
it is baPacks of six bottles and also have 
moder#dopted cans to some extent. Mar- 
ed smalgketing soft drinks in cans has not 
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developed the volume some vision- 
aries had anticipated, however, 
for the public has resisted pay- 
ment of higher prices for canned 
beverages. The large 26-ounce 
bottle promoted by major cola 
producers has proved popular and 
its adoption seems to have in- 
creased sales. Distribution costs 
have been reduced because one 
large bottle costs less to handle 
than three small containers. 

Weather still is the major de- 
terminant of operating results in 
any single year for most soft 
drink bottlers. Steady expansion 
of on-premises consumption of 
beverages in factories and_ in 
offices promises to reduce the 
weather factor in years to come, 
for dispenser sales have gained 
impressive headway in _ plants 
where employees are granted reg- 
ular “coffee breaks” or where 
they eat lunches at their machines 
instead of in cafeterias. Con- 
sumption of cola drinks and soda 
pop has increased remarkably at 
locations served by new machines 
offering a choice of several drinks 
shown by a selector. Because ma- 
chines of the pre-mix type elimi- 
nate expensive handling of bot- 
tles, cases, etc., distribution costs 
are sharply reduced. Major com- 
panies are concentrating on this 
method of merchandising wher- 
ever facilities permit. 

Canada Dry Ginger Ale, one of 
the most diversified producers of 
soft drinks, has directed its ef- 
forts primarily toward taverns, 
clubs and home markets rather 
than to automatic dispensers in 
offices and plants. Products in- 
clude ginger ale, club soda, “‘mix- 
ers” for alcoholic beverages and 
fruit drinks. The company does 
not have a broadly popular cola 
drink. Financial results fre- 
quently are considerably influ- 
enced by distribution of imported 
alcoholic beverages. Earnings 
may be helped also by increased 
emphasis on its own line of Can- 
aday Dry whiskies, cordials, gin 
and vodka. 

Coca-Cola is by far the domi- 
nant factor in the industry with 
sales running well in excess of 
the total of its principal competi- 
tors. Inasmuch as cola drinks ac- 
count for almost two-thirds of 
domestic soft drink sales, it is 
readily appreciated that this con- 
cern has solidified its competitive 


position. Extensive gains have 
been achieved overseas since 
World War II. Unusual promo- 


tional costs undertaken in intro- 















ducing larger size bottles in 
plants operated by the parent 
company as well as among fran- 


chised bottlers apparently held 
down profit margins last year. 
With normal warm weather in 


the current quarter, earnings of 
this company should be lifted to 
a level comparing favorably with 
the 1948 peak of $8.22 a share. 
Management is enthusiastic over 
growth trends likely to develop in 
the next few years as the popu- 
lation of youngsters between 8 
and 12 years of age makes its 
presence felt in the soft drink 
market. 

Pepsi-Cola, second most impor- 
tant factor in the industry, is a 
closer competitor with the indus- 
try’s leader than dollar volume 
would suggest, for larger quan- 
tities of Pepsi are offered the cus- 
tomer. This company appears to 
have strengthened its competitive 
position in supermarket and deli- 
catessen distribution channels, 
but Coca-Cola continues to domi- 
nate the vending machine mar- 
ket. Pepsi is concentrating on 
meeting this competition in fac- 
tory and office in the next vear or 
two. The tremendous increase in 
the teen-age population impend- 
ing as born during and 
right after the war grow up as- 
sures a rapidly expanding market 
for soft drink companies. END 
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If Disarmament Comes— 
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over the capital goods markets in 
one of the industry’s historic 
gluts. But for a whole broad 
range of industrial machinery, 
farm machinery, packaging ma- 
chinery, conveying machinery— 


in short, everything but metal- 
working tools—the market was 
ripe. Corporations were highly 


liquid, and they had been unable 
to buy general machinery for five 
years. 

Thus, both consumers and busi- 
ness were liquid, and in need of 
goods. Throughout the war, liquid 
saving by both business and con- 
sumers had proceeded at astound- 
ing rates—about eight times the 
norma! rate, simply because ther 
was nothing to spend the liquid 
assets on. 

Today the situation is very dif- 
ferent indeed. Consumers have 
not only saturated themselves 
with durables; they have, in the 
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course of their buying spree, ex- 
hausted their liquidity and gone 
substantially into debt, Corpora- 
tions, too, have greatly reduced 
their liquidity, although they 
have not yet run to anywhere 
near the limit of their debt-carry- 
ing capacity. On balance, these 
combined private sectors are not 
highly liquid, as they were in 
1945; and they are not in urgent 
need of goods, as they were in the 
years 1945 to 1950. 

But would not disarmament be 
accompanied by tax reductions, 
and would not these tax reduc- 
tions in effect stimulate private 
demands of individuals and busi- 
ness? If defense spending were 
to decline by $5 billion, could not 
the whole $5 billion be passed on 
to consumers and business by 
lower tax rates, and would not the 
result be approximate stability? 

There is no clear answer or con- 
sensus on this critical question, 
but there are some grounds for 
expecting that tax reduction 
would not remove all of the de- 
flationary effects of lower defense 
spending. The principal reason 
for thinking this is that a large 
part of any tax reduction granted 
under present conditions is likely 
to end up as saving, rather than 
as spending. In the personal sec- 
tor there is already considerable 
evidence that consumers now look 
more favorably on savings than 
they have at any time in the post- 
war years, and that they are less 
willing to engage in further bor- 
rowing. This is more or less in- 
evitable after a decade of rapid 
growth in physical standards of 
living; a bank account looks more 
important than a second car, al- 
though eight years ago it looked 
less important than a first car. 

For corporations, the case is 
even more conclusive that tax re- 
duction would not yield a com- 
parable rise in spending. This is 
particularly true since simultane- 
ously with tax reduction corpora- 
tions would find their defense de- 
mand declining sharply, and their 
capacity, adequate even now, 
would seem even excessive— 
hardly the time to spend for still 
more capacity. Moreover, large 
numbers of corporations have be- 
gun to grow uncomfortable with 
respect to their own liquidity—a 
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higher level of retained earnings, 
thanks to tax cuts, would be wel- 
comed as a means of rebuilding 
their liquid working capital, ra- 
ther than of adding further to an 
already ample plant capacity. 


Government Demand Outside 
Defense 


In neither major sector of pri- 
vate demand could we thus count 
on much offset to a declining level 
of defense spending. In public de- 
mand, on the other hand, there 
are ample potential offsets. It 
would be easy, for example, to in- 
crease the rate of spending on 
roads, schools, water and sewage 
systems, bridges, institutional 
structures of various kinds. In 
these areas it might still be ar- 
gued that a backlog going all the 
way back to World War II still 
exists—that we have never really 
caught up with postwar demand 
for these facilities. 

Further, it could be argued that 
our national energies freed from 
defense production could be re- 
directed into massive new fcreign 
aid programs, to raise living 
standards and _ technology 
throughout the free world. 
Whether this would be a wise 
national and international policy 
under the circumstances likely to 
prevail a few years from now is, 
of course, an unanswerable ques- 
tion. But it is worth noting that 
additional foreign aid, and addi- 
tional public works, in the face of 
a $5 billion decline in defense ex- 
penditures imply that govern- 
ment expenditures at state, local 
and national levels would not sub- 
side from their present $100 bil- 
lion-a-year rate and, _ indeed, 
would possibly rise somewhat 
higher. Under these conditions, 
tax reduction would hardly be 
possible. And maintaining pres- 
ent tax rates would be hard to 
justify on the basis of foreign 
give-aways and public works; 
harder to justify than on the 
basis of national defense. Given 
the current tenor of public opin- 
ion, it is almost a political neces- 
sity that any reduction in de- 
fense spending be accompanied by 
a certain amount of tax reduc- 
tion. Within the framework of a 
balanced budget, therefore, there 
would be little left for an ex- 
panded program of public works. 

The conclusion from all of this 
would seem to be that while ev- 
erybody wants a relaxation of 
national tension, and a reduction 








in defense outlays, it is not likely 
to come in a sudden break. Nor 
will the reduction in spending 


represent a bonanza to business J 








and the consumer in the form of a} 


massive wave of private demand, 
as occurred in the early years fol- 
lowing World War II. In its early 
stages, it is likely to be a mildly 
deflationary influence on general 
business conditions, partly but 


not fully offset by the stimulative } 


effects of tax reduction. To what 
extent tax reductior is likely, 
only the future will give the an- 
swer, While it is true that Amer- 
icans everywhere are 


resentful F 


over being obliged to pay taxes | 


for foreign aid to people all over 
the world, they may be inclined 
to accept a smaller cut in taxes, 
or even forego a reduction, if the 
money were spent for domestic 


rehabilitation in some of our own § 
depressed areas or to minimize } 
the impacts of the economy’s dis- § 


ruption resulting from a deep 
cut in defense spending. 


The Field of Industrial Adjustment 


This exploration of the general 
consequences of disarmament 


should be supplemented by some [| 


comment on its potential effects 
among individual industries. And 
here, of course, forecasts can 
stand on some firmer ground. 

In the first instance, defense 
contracts are heavily 


concen- 5 


trated among aircraft companies, © 


electronics companies, transpor- 
tation equipment (other than air- 
craft) companies, and instrumen- 
tation companies. For producers 
in these sectors, no amount of tax 
reduction is likely to provide any 
appreciable offset to the loss of 
defense business. Although dis- 
armament may have a bearish 
connotation, still it is inconceiv- 
able that the government will 
again allow defense industries to 
fall into the state of disrepair 
they were in at the beginning of 
the Korean conflict. Obviously 
the government will go to great 
lengths to ease the adjustment pe- 
riod. However, we cannot expect 
such help for industries supplying 
some of the major raw materials 
for defense goods: aluminum and 
other nonferrous metals, includ- 
ing many of the rarer metals for 
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which civilian applications have | 
not yet been developed to com- © 
mercial stages (titanium, for ex- | 


ample). For petroleum producers, 
too, tax reduction will hardly off- 
set the tremendous volume losses 
that may arise from restriction 
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in the production and use of de- 
fense equipment. 

Consumer durables producers 
stand to gain somewhat from tax 
reduction, in the sense that it will 
provide a limited stimulus to the 
market for these big-ticket items. 
However, many producers of con- 
sumer durables are also in de- 
fense business, some of them sub- 
stantially, and the impact of dis- 
armament on their earnings will 
depend in considerable degree on 
the balance of their business as 
between defense and consumer 
goods. 

or consumer soft goods, the 
case is somewhat clearer. In the 
m:in, these industries are not 
he:vily dependent on defense 
business. Moreover, their con- 
sumer markets may react more 
favorably to tax reduction than 
will the markets for durable con- 
sumer goods. Soft-goods markets 
are not saturated, and the rela- 
tively low outlays involved are 
more likely to be stimulated by 
the small releases of income from 
tax reduction. 

‘or makers of machinery and 
equipment purchased by business, 
the impact of disarmament may 
be as varied as the individual 
products of these industries. Mak- 
ers of basic capacity— for exam- 
ale, equipment for steel mills, 
foundries, metal-working estab- 
lishments, chemical plants, etc.— 
can hardly expect any offsetting 
gains from reduced defense de- 
mands, since basic capacity al- 
ready installed will seem very 
adequate indeed. For these com- 
panies, the outlook cannot be 
considered to be favorably af- 
fected. For general industrial ma- 
chinery, and processing and pack- 
aging machinery nearer the con- 
sumer end of the economy, the 
outcome may be less unfavorable, 
but still not bright. And, of 
course, for the makers of highly 
specialized machinery used in de- 
fense—for example, the very 
heavy presses used in aircraft 
wing-sections—the results could 
be serious indeed. 

For the electronics industries, 
the impact of gradual disarma- 
ment would, in effect, impart a 
serious downward bent to their 
sensational growth trend. In gen- 
eral, these companies do substan- 
tial defense business in complex 
equipment, which helps to carry 
their enormous research outlays 
nd cover costs in the fiercely 
ompetitive civilian markets in 
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which these companies operate. 
However, the technological pace 
of many of these companies—no- 
tably those in the data-processing 
field—is rapid enough to at least 
partly offset the drag of falling 
defense business, In this industry, 
the smaller, less diversified com- 
panies, which have in effect lived 
on defense business for half a dec- 
ade, may face serious, near-fatal 
curtailment of defense volume. 

It should be added, in conclu- 
sion, that the pace of disarma- 
ment itself is a critical dimension 
of the future. If it should proceed 
slowly, as it is almost bound to do 
over the next two years, its im- 
pact on individual companies may 
be severe, but the rolling adjust- 
ment is not likely to affect general 
business conditions importantly. 
We can expect the securities 
market to anticipate and reflect 
these changes in individual is- 
sues. There is nothing in the out- 
look that warrants a_ seriously 
bearish view of the market based 
on a presumed sudden disarma- 
ment. —END 
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Automation Beyond 
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in 1955, although the labor force 
will increase by less than 15% in 
the period. Predicting business 
conditions so far ahead is a haz- 
ardous occupation, but the popula- 
tion structure as it will be then is 
firmly established by its composi- 
tion today. 

This puts it squarely up to auto- 
mation to help us meet the chal- 
lenge. —END 





Bank Stocks as Investments 
Today 
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the Federal Reserve System for 
permission to form such a holding 
company to be known as First 
New York Corporation. It was 
planned to have it acquire the 
ownership of the City Bank, the 
City Bank Farmers Trust Co., and 
the big branch banking system 
operated throughout Westchester 
by the County Trust Co. of White 
Plains, 


The announcement raised a 


storm of protest in New York 
State political circles. Governor 
Harriman personally denounced 
the plan and the State Banking 
Department then took steps to 
halt the bold venture. The New 
York Legislature then enacted a 
law designed to prevent the for- 
mation in the State of such a bank 
holding company owning banks in 
more than one banking district in 
the State. This temporary legisla- 
tion expires May 1, 1958. 

In the meantime, the Reserve 
Board has held hearings on the 
proposed plan and at present it 
still has the entire proceedings 
under consideration. A decision is 
expected in the very near future. 
Top management of the bank are 
confident of a green light, while 
some observers are not. The plan 
is indeed a bold one and could very 
well point the way for future 
banking expansion in the Nation. 
In such connection, its impor- 
tance cannot be over-emphasized. 
Likewise, the decision to be made 
by the Federal Reserve officials 
will be one of extreme importance 
to all of the more than 14,000 
commercial banks and bankers 
throughout the land. 

This may prove to be the open- 
ing gong in the first round of the 
battle of the banking giants to 
gain greater control of our tre- 
mendous banking assets at a time 
when our economy is still in high 
gear and bank reserves are at 
a premium. Deposits must be 
gathered-in by the banks if they 
are to grow as fast as industry 
has. We need a strong and ex- 
pand banking system to take care 
of the needs of this enormous de- 
mand for credit. No longer can 
banks depend upon retained earn- 
ings alone to build up capital 
structures. Many banks will be 
going to their shareholders for 
more money and more mergers 
will likely be engineered in the 
months ahead. 

Whether the bank holding com- 
pany is the correct answer to the 
problem or not, is not for us to 
say. However, some sort of branch 
expansion would seem to be neces- 
sary at this stage of the game. 
It is of such pressing need and the 
internal pressures are so great 
within the system that it is likely 
to be resolved in the near future. 
Big banks are needed to handle 
big business. Capital structures 
must be strengthened to bolster 
the huge loan accounts that are 

(Please turn to page 564) 
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being built up in our atom-age 
economy. 

In view of all this, it would 
seem that stocks of leading big 
business banks should prove to be 
good investments and should re- 
gain popularity with both the in- 
stitutional and the individual in- 
vestor. 

The popularity of bank stocks 
would be greatly increased by list- 
ing. On sober reflecting, it does 
somehow seem odd in this day and 
age of shareowner relations that 
no bank stock as such is listed. 
Undoubtedly, the stock exchange 
authorities would like to see the 
stocks listed, so the reluctance 
must be on the part of the bankers 
themselves, It would be interest- 
ing to have this rather important 
and provocative item thrashed out 
at shareowner meetings. If there 
is a really valid reason why bank 
stocks should not be listed, let us 
have it. At this time, the writer 
pleads ignorance of any _ such 
reasons. 


1957 Earnings Outlook 


The earnings outlook for the 
remainder of 1957 appears good 
for most banks. Those with heavy 
savings deposits, of course, are 
faced with heavy interest pay- 
ments and resultant lower net 
earnings. This is_ particularly 
true on the west coast, where it 
is customary for the commercial 
banks to also serve as savings 
banks. 

For the New York banks, net 
operating earnings were higher by 
about 138% or 14% in the first 
half-year. Indicated earnings for 
the same banks were higher by 
23.5°% over the like period in 
1956. Sizable sums were sent to 
capital funds accounts after pay- 
ment of increased cash dividends. 
Payments were nearly 12% high- 
er than they were in the first half 
of last year, while the retained 
earnings were up by better than 
40%. 

Based on current prices, the 
price-earnings ratios for the major 
bank stocks stand at about 12 to 1. 

Mid-year deposit totals were off 
slightly from those at the close of 
1956. Loans and discounts were 
higher in almost all cases. Display 
statements of condition as of the 
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close of the quarter show little or 
no borrowings from the Federal 
Reserve Bank. However, legal 
statements dated June 6, 1957 re- 
veal a true picture of the banks’ 
borrowings and reveal the tight- 
ness of the money market at that 
time. The fact that banks borrow 
from the central bank shows that 
they are loaned-up and are short 
the funds necessary to make addi- 
tional loans or purchase securi- 
ties. Hence, it is most revealing 
to learn that nearly all big banks 
were in to the “Fed” at June 6th. 
For instance, First National City 
Bank was borrowing $86,000,000, 
Manufacturers Trust $5,500,000, 
Chemical Corn Exchange $20,- 
100,000, and Irving Trust the 
large sum of $131,500,000 which, 
by the way, was in excess of its 
capital funds of $129,293,000 on 
that date. Here is an insight into 
what has been going on for some 
time in the money market and 
brings into focus the oft-heard 
complaint about how tight money 
really is. 


Summing up, then, we see a 
tight money market wherein banks 
are in sharp competition for the 
supply of reserves or deposits. We 
see a situation in which bank 
earnings are holding at near 
record levels in many cases and 
in which stockholders’ equity is 
growing steadily and dividends 
are not only secure but may be 
increased from time to time. Price- 
earnings ratios are low, yields are 
high and the prospects are con- 
sidered very favorable for the 
future. In such a climate there are 
bound to be some stocks better 
situated than others, and we re- 
gard all of the following as offer- 
ing considerable appeal for the 
conservative investor who wants 
assured income plus cumulative 
enhancement in value. 

The Chase Manhattan’ Bank, 
second ranking deposit holder 
among the New York City banks, 
reported a 17 percent increase in 
annual earnings in the first six 
months this year. Net operating 
earnings, after taxes, were $26.7 
miliion equal to $2.06 per share 
compared with $22.8 million or 
$1.76 per share in the comparable 
period last year. Despite this ex- 
cellent performance, this attrac- 
tive stock is selling just 2 points 
above its 2-year low and yields 
almost 5 percent on its $2.40 
annual dividend. 





THE 


The Guaranty Trust Compa 
of New York, another of the 
tion’s largest banks and one note 
for its conservative capital pol 
cies, advanced its earnings 8 pe 
cent from $2.29 per share the firs 
half of 1956 to $2.50 per sha 
this year. At 65—8 points below i 
high for the year—the 80 cen 
quarterly dividend returns a yiel 
just under 5 percent. In view ¢ 
the company’s liberal dividen 
policy a continuation of the year 
end extra seems assured. 
Chemical Corn Exchange Ba 
is the fifth largest in the natio 
and one of New York City’s may 
jor branch banking institutions 
Earnings for the first six month 
of the year total $11.8 million o 
$2.23 per share compared wit 
just under $10 million or $1.88 ; 
share a year ago. At 47, mid-wai 
between its high and low for ‘th 
year, the regular $2.00 dividen 
vields more than 4 percent. 
Manufacturers Trust Compcn 
with 112 offices in the City of New 
York, maintains an extremely suc 
cessful retail banking operatior 
in addition to its commercia 
banking activities. Reflecting curh 
rent money market conditions, thé 
company reported net earnings 07 
$2.04 per share, a sizeable advanc@ 
over the $1.72 per share reporte® 
for the same period last year. Ir 
view of the excellent earnings ti 
date, the $2.00 dividend yielding 
almost 5 percent is the minimun 
expectation for the year. 
Irving Trust Company (NY 
reflecting increased lending activi 
ties in recent vears, witnessed 
further earnings advance in th@ 
first half of 1957. Net per shar@ 
climbed to $1.34 from $1.19 ix 
1956 and under $1.00 for the sare 
period in 1955. The stock, whicl 
trades in a narrow range, offer: 
a 5 percent yield from the indi, 
cated $1.60 annual dividend and 
there is a likelihood that a yeary 
end extra payment may be dis 
bursed. The stock is an excellent 


€ 


income holding. ' 

First National Bank of Boston’ 
fourteenth largest in the U. S., is 
New England’s oldest and largest 
banking institution. The stock 
around 68, yields about 4.45% 
and sells at about 11 times 1957 
estimated net earnings. Bank re# 
ported first-half net of $3.32 af 
share; 1956 full year net was 
$6.00 per share. Book value off 
shares is about $63. Earning as4 
sets about $475. 1957 range ap/ 
prox. 70—62%,. —END 
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4 SOUND PROGRAM FOR 


1957-58 
For Protection — Income — Profit 


‘here is no service more practical. . . 
more definite ... more devoted to your 
interests than The Forecast. It will bring 
you weekly: 


Three Investment Programs to meet 
your various aims ... with definite 
advices of what and when to buy and 
when to sell. 


rogram 1—Top grade stocks for security and 
assured income with excellent ap- 
preciation potentials. 


rogram 2—Special dynamic situations tor sup- 
stantial capital gains with large 
dividend payments. 


rogram 3—Low-priced stocks for large per- 
centage growth. 


Projects the Market . . . Advises What Action to 
fcke . .. Presents and interprets movements by 
ndustry of 46 leading groups comprising our broad 
Stock Index. 


Supply-Demand Barometer plus Pertinent 
Charts depicting our 300 Common Stock Index. 
100 High-Priced Stocks. 100 Low-Priced Stocks; 
also Dow-Jones Industrials and Rails from 1950 
to date. 


Dow Theory Interpretation . . . tells whether 
major and intermediate trends are up or down. 
Essential Information for Subscribers . . . up-to- 


date data, earnings and dividend records or 
securities recommended. 


Telegraphic Service . . . If you desire we will wire 
you in anticipation of important market turns. 


Washington Letter—Ahead-of-the-News interpreto- 
tions of the significance of Political and Legislo- 
tive Trends. 


Weekly Business Review and Forecast of vital hap- 
penings as they govern the outlook for business 
and individual industries. 








Mal Coupor ‘ 


Our 3 New Recommendations 


In May, we advised subscribers to “salt down” some of their 
substantial profits through sale of two stocks at a combined 
profit of 137°, points from our originally recommended buy- 
ing prices . and acceptance of partial profits on a third 
Forecast stock which had more than tripled in value since 
we first advised all subscribers to buy it. 


NOW, we have launched a new campaign with the release of 
a new purchase of a “special situation” selling in the twenties 
with above average profit prospects plus a yield of 5.7%. This 
issue has recently reported a large percentage expansion in 
first quarter earnings—and is a candidate fcr an unusually 
profitable merger which can aid further earnings growth. 
We believe that it is getting ready for an advance in which 
you can share by enrolling now. 

Two other attractive securities have been selected on which 
we have just given the buying signal. By acting now you can 
share in these advices from their inception. from which 
future income and profit results are likely to be most advan- 
tageous and rewarding. 


One is a top grade stock, still undervalued, yielding 5.6%. 
The other represents an impressively strong company with 
an enviable record of growth, whose shares are available 
12 points under their 1956 top. We expect both to contri- 
bute materially to our income and profit building record. 


ENROLL NOW—GET ALL OUR RECOMMENDATIONS 


The time to act is now—so you will be sure to receive all 
our coming selections of dynamic income and profit oppor- 
tunities at strategic buying prices. 

Mail your enrollment today with a list of your holdings (12 
at a time). Our staff will analyze them and advise you 
promptly which to retain — which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to purchase our new and future recommendations 
when we give the buying signal, for decisive 1957-58. 











Joday. 
Special Offer 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 


I enclose [1] $75 for 6 months’ subscription: [] $125 for a year’s sub-cription 


SPECIAL OFFER—includes one month extra FREE SERVICE 











(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 


MONTHS’ $75 SPECIAL MAIL SERVICE ON BULLETINS 
SERVICE Air Mail: [) $1.00 six months; [) $2.00 “) Telegraph me collect in anticipation < 
one year in U. S. and Canada. important market turning points 
Special Delivery: [) $5.20 six menths; When to buy and when wo sell whea 
12 MONTHS’ $125 C) $10.40 one year to expand or contract my position 
SERVICE Name 
Complete service will start at Address 
ence but date as officially be- City 
ginning one month from the day State 
our check is received. Sub- Your subscription shall not be assigned at List up to 12 of your securities for our 


scriptions to The Forecast ure 
deductible for tax purposes. 


JULY 20, 1957 





any time without your consent. initial analytical and advisory report. 
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Comparative 
Investment Study 





(Continued from page 513) 


to change except to a minor ex- 
tent if the price of nickel and cop- 
per hold at present levels. As 
pointed out, the higher price for 
nickel compensates for the lower 
copper price. It is true the first 
quarter earnings show a 10% de- 
cline from $1.79 in 1956 to $1.61 
this year and largely reflect the 
drop from 45 cent copper in the 
first quarter of 1956 to 32 cents 
in the same quarter this year. 
Comparisons should tend to im- 
prove in the following quarters 
and net earnings for the full year 
may not vary too much from the 
$6.50 per share reported for 1956. 
Some additional income may be 
obtained from shipments of iron 
ore pellets which have been very 
well received by Canadian steel 
producers and command a premi- 
um price. The plant has an an- 
nual capacity to produce 250,000 
tons of 68% iron pellets with the 
additional units to be added. 
Over the longer term Inco 
should reap a handsome dividend 
from its 25% participation in 
American Metal’s new Heath 


Steel’s base metal mine in New 
Brunswick which has lately been 
brought into production. 

Earnings projection for Inco 
by 1960 when the Mystery Lake 
properties are operating involves 
a lot of risk, but has little current 
market significance. However, it 
is wel] to remember that in the 
last decade the company has done 
something for stockholders every 
year in the nature of a cash extra 
or a stock dividend. 


Uncertain Year for International 
Paper But Future Good 


For International Paper the 
outlook for 1957 is somewhat 
mixed. Earnings fell off last year 
by 7% from 1955 but the first 
quarter earnings of 1957 show a 
much larger proportional drop. 
From a $1.90 per share reported 
in last year’s first quarterly pe- 
riod they fell to $1.49, a decline 
of 22%. This was generally the 
case for other units in the indus- 
try and reflected tougher compe- 
tition from a marked increase in 
production facilities and conse- 
quent difficulty in passing on 
higher costs. This situation may 
be rectified later in the year. A 
strong demand is expected for 
newsprint and magazine paper 
and revival of residential build- 











Current Market, 7-3-57 
Price Range, 1957 
Price Range, 1956 
Dividend, 1956 


Indicated regular dividend, 1957 

Total Assets, Dec. 31, 1957 

Current Assets, Dec. 31, 1957 

Cash and Equivalent, Dec. 31, 1957 
Current Liabilities, Dec. 31, 1957 

Working Capital, Dec. 31, 1957 

| Ratio, Current Assets to Current Liabilities 


CAPITALIZATION, December 31, 1956 


Funded debt 
Preferred stock, shares 








Common Stock 
Book value common stock 


EARNINGS 

1956, per common share 
1955, per common share 
Average, five years 1952-56 
First quarter, 1957 

First quarter, 1956 


Price-earnings ratio, 1956 
Dividend payout, 1956 
Dividend yield, current price, Cash basis 








International Paper International Nickel 
$105 $104 
1077-944 1153-988 
14412-9812 11238-78 
$3.00 plus 3% stock $3.75 (incl. extra $1.15) 
$3.00 $2.60 
$765.4 million $571.6 million 
$258.9 million $327.1 million 
54.7 million 166.0 million 
72.7 million 81.6 million 
$186.2 million $245.5 million 
3.6:1 4:1 
0 0 
230,000 276,000 (since retired) 
12,155,000 14,584,000 
53.83 28.03 
$7.05 $6.50 
7.58 6.14 
6.71 4.89 
1.49 1.61 
1.90 1.79 
17 18 
43% 58% 
3% 2.5% 
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ing should cali for increased” 1 
amounts of lumber, building papergPlo* 
and plywood. Nevertheless it igp!@” 
difficult to project 1957 earnings and 
above $6.00-$6.50 a share, abouy 1’ 
10% less than in 1956. No cashge2d 
dividend increase appears likely j~*"* 

The future for International 
Paper can be viewed with confi- 1 1 
dence. Sales from 1952 through na 
1956 increased from $634 million ota! 
to $974 million and net profits ing 
after taxes increased from $52.15 
million to $86.6 million, with} | 
profit margin rising from 8.2% Log 
to 8.6% of sales, It is likely this§ yo 
stable profit rate will continue fing 

The stock remains a favorite§Cor 
of institutional holders whichfpla: 
number 290 as contrasted withima) 
122 for Inco. Paper manufactur-§prod 
ing is basic in the national econ-§wil! 
omy and in this respect it has anf{cap: 
appeal superior to Inco for insti-¥nac: 
tutional investors. Even the best§ingt 
mine must look forward to deple§Que! 
tion and ultimate exhaustion offfaci 
its ore reserves. That unhappygwe!l 
contingency does not confront thegot 
paper industry for which naturesftorie 
provides, under proper cultiva-Jon « 
tion, a renewable supply of rawy Wes' 
material, and International Papergzircc 
Company has been one of thegrequ 
leaders in the conservation move-§ Ene! 























ment. othe: 
In summing up, it is well to req 
Ato Ju 


member that Inco, in the light} 1 
of the condition of the non-fer- 

rous metals market, has shown) Prod 
very little decline from the topg uta 
while International Paper hasg?T°’ 
already made a considerable ad- ~h l 
justment of some 40 points fromg**’°S 
its high, is therefore in a better cond 
position to react well to favor- this, 
able news in its industry. —END Cy 
40 ec 
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138,801. Despite increased sales, 
inventories were reduced from 
$21,628,109 at the end of 1955 te 
$19,617,189 at the close of 19565 ~ - 

For the 3 months to March 31, whik 
1957 net sales were $27,673,350) fo 1 
net profit $1,468,614, equal to 858 a # 
cents per common share, This - , 
compares with the first quartery*"“" 
of 1956 when net sales were $25,- Pe 
539,328, a net profit of $1,611,685) Wor! 


Ni 
Co. i 


equal to 94 cents per share. oe 
The company invested $11,160, t 
524 in capital assets adding im- read 


portant manufacturing facilities 


JUL) 











n 1956 and plans to spend ap- 
proximately $30 million for new 
plants and facilities during 1957 
and 1958. 

To help finance modernization 
and expansion, the company ar- 
rs likely ranged to borrow $15 million 

. © Mfrom an insurance company se- 
rnationalf ured by 414% notes due October 


increased 
ng pape 
ess it is 
earnings 
re, about 
No cashi# 













th confi-§) 1976. During 1956 the com- 
through pany borrowed $5 million of the 
4 millionftotai and took down the remain- 
t profits ing $10 million before June 30, 
ym $52.18 95 

= th During 1956 a new plant at 
mM 8.2% og Ohio was completed and 


kely this§ pro. uction of resin bonded grind- 
itinue. Bing wheels started in October. 
favorite§Construction started on a new 
; which§plant in Van Wert, Ohio for the 
ed with—manufacture of vitrified abrasive 
ufactur-§products. Construction projects 
1al econ-§will also start to increase the 
t has an§capacity of silicon carbide fur- 
or insti-nace plants at Vancouver, Wash- 
the besi§ington and Shawinigan Falls, 
to deple®Quebec. Expansion of plant and 
stion offfacilities at Falconer, N. Y. is 
unhappygwel! along to increase production 
‘ront thot Moncefrax fused cast refrac- 
1 naturestories. Construction was begun 
cultiva-Jon a new plant at Parkersburg, 
of rawgWest Virginia for production of 
al Papergzirconium sponge metal to fulfill 
of thesrequirements of a new Atomic 
mn moves™Energy Commission contract and 
other customer orders. The plant 
)was scheduled for operation prior 
July 1, 1957. 
With added impetus from new 
/products, new and improved man- 
jufacturing facilities and im- 
proved selling organization, sales 
in 1957 are expected to exceed 
sales in 1956, but if unsettling 
conditions in the general economy 
arise this could adversely affect 
this optimistic forecast. 
Current quarterly dividend is 
40 cents per share. 


ell to rey 
he light jto . 
non-fer-) 
; shown 
the top, 
yer has 
able ad- 
its from 
a better 
» favor- 

—ENDJ 





ries Parker Pen Company 
“I would appreciate receiving recent 
earnings of Parker Pen Co. and please 
also indicate dividend payments.” 
J.W., Minneapolis, Minn. 





544) 


d sales, 
d from 
1955 te 
of 1956 
arch 31, 
673,3505 


Net earnings of Parker Pen 
Co. increased 31% during the fis- 
cal year ended February 28, 1957 
i while sales rose slightly. Reasons 
agp for the earnings rise were a re- 





“ pA duction in expenses, and a small 
quarter | increase in sales. 
re $25,4 Parker Pen Co.’s aggregate 


511,685, World earnings amounted to an 
re. jindustry-topping $2.5 million, up 
11.160,438% over the previous year. Cur- 
ing im4 rent exchange rates were used in 
acilities computing the approximate earn- 


streen?UtY 20, 1957 








ings total, as well as a world sales 
figure of $35.5 million, converted 
to U.S. dollars. 

Consolidated net earnings after 
taxes for the Wisconsin and Cana- 
dian companies were reported at 
$1,909,171, as opposed to $1,451,- 
147 for the previous year. Net in- 
come per share was $2.08 as com- 
pared with $1.56. 

A new fountain pen product, 
called the “61”, was introduced 
in September 1956 following a 
pre-introduction testing program 
said to be the most extensive ever 
accorded a new writing instru- 
ment. The pen’s basic feature of 
automatic clean filling, coupled 
with the development and mar- 
keting testing program, were 
credited with the product’s es- 
tablishment as the _ industry’s 
leading prestige pen, the company 
states. 

Book value per share as of 
February 28, 1957 was $21.29, 
compared with $20.32 in the pre- 
ceding year. 

Current quarterly dividend on 
the Class A voting and Class B 
common non-voting is 30 cents 
each per share. 

The outlook over 
months appears favorable. 


coming 
—END 





For Profit and Income 
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new buying Timken Roller 
Bearing was recommended most 
recently in the June 8 issue at 
equivalent of 50 for the present 
shares. The issue is now around 
531. It is still reasonably priced 
on expected 1957 earnings and 
indicated longer-range potentials; 
and, therefore, remains suitable 
for current buying . . . Standard 
Oil of California was recom- 
mended in the May 11 issue 
around 51. It is currently at 58, 
and still one of the more attrac- 
tive oils; but we are reluctant to 
reach for it. Pending a dip, defer 
buying. 


Insiders 


“Insider” buying or selling of 
a given stock is not a foolproof 
guide for outsiders. Reported 
buying may be exercise of op- 
tions, at prices well under the 
market, involving little or no risk. 
Of course, buying at the market 
means that the insider—an officer, 
director or otherwise a stock- 
holder with a 10% interest—was 





-_— 





bullish on the stock at the time 
of the purchase and at the price 
paid. However, the reports be- 
come available some weeks after 
purchases are made. The insider 
could be less bullish on his stock 
by the time the reported purchase 
is published. Moreover, an insid- 
er’s judgment is not necessarily 
infallible. On average, despite ex- 
ceptions, officers and directors 
have a bias toward optimism on 
prospects for their companies. 
What insiders do on the selling 
side is even less of a guide. Often 
a partial paring of large hold- 
ings is dictated primarily by es- 
tate-tax planning considerations. 


Recent Shifts 

However, a preponderance of 
insider buying or selling in a 
given line of business would seem 
to have some general significance, 
even though the information can 
never be up to the minute. For 
what it may be worth, in the 
three months ended April 30 in- 
sider sales largely exceeded pur- 
chases in the following fields: air- 
craft, aluminum, building mate- 
rials, chemicals, electrical-elec- 
tronic, finance companies, invest- 
ment companies, machinery, office 
equipment, oil, paper, rubber and 
steel. On the other hand, 
chases largely exceeded sales in 
these lines: air transport, autos 
and auto parts, cement, coal min- 
ing, department stores, drugs, 
farm equipments, food chains, li- 
quor, natural gas, non-ferrous 
metals, railroads, sugar, televi- 
sion, textiles and electric utilities. 
A goodly number of these lines— 


by no means all—are relatively 
depressed. 
Whither? 

An old, prominent and re- 


spected name is not an adequate 
reason for buying a stock or even 
staying with it. For example, 
American Bank Note sold as high 
as 157 in 1929 on earnings of 
$4.77 a share and a $8 dividend, 
plus 10% in stock. Its subsequent 
highest level was 4514 in 1946. 
Since 1954 it has ranged between 
32 and 271%. It is now at 284. 
Earnings w ere $2.55 a share last 
year, and may be little different 
this year. The regular dividend is 
now $1.20, with a small year-end 
extra possible. In our view, the 
stock is not going anywhere and 
should be sold. 


Tax-Exemption 
You get full and permanent tax 
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exemption, of course, in munici- 
pal bonds, now selling on the 
highest yield basis in about a 
quarter of a century. You can 
get partial exemption for varying 
temporary periods, in some cases 
running for another six to eight 
years, in various electric utilities. 
Because of availability of large 
capital losses on some old hold- 
ings, dividends will be wholly tax 
free for many years to come in 
the case of United Corp., a closed- 
end investment company; and 
Electric Bond & Share, a utility 
holding company which is being 
transformed to an investment and 
service company. The former is 
at 7, yielding a net 5% on a 35- 
cent dividend, the latter at 32, 


~yielding 4.4% net return on a 


recently raised $1.40 dividend. 
Both have merit for investors in 
medium-to-high income tax 
brackets. —END 





Keeping Abreast of 
Corporate Developments 





(Continued from page 546) 


pany’s petro-chemical business. 

The new plant, scheduled for 
completion in 1960, will be the 
eighth major chemical producing 
plant of the company. 


Armour & Co. has placed a 
new drug “Arcofac” on the mar- 
ket. It is designed to reduce cho- 
lesterol level in the blood to alle- 
viate arteriosclerosis, heart condi- 
tions, diabetes and other diseases. 
The main ingredient of the new 
drug is oil from the seeds of saf- 
flower, a thistle-like plant grown 
in the Middle East. A similar 
product, also containing safflower 
seed and called “Saff” was placed 
on the market by Abbott Labora- 
tories recently. Eli Lilly & Co. 
began offering “Cytellin” last 
year to control cholesterol. —END 





As | See It! 
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service, it hardly seems likely to 
be enough to satisfy Russia’s most 
famous war hero and supreme 
commander of Russian armor. 
Having taken the decisive part in 
two attempted palace revolts— 
Beria’s in 1953 and the current 
one—it is certainly not unreason- 
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able to suppose that Marshal 
Zhukov may be induced to step 
into the leading role—especially 
in view of the heady hero worship 
accorded him on Navy Day. 

Thus, Krushchev’s crown rests 
uneasily on his head. He is far 
from being another Stalin who 
was one of those rare men of 
genius—evil genius, to be sure— 
whose strength is such that they 
make history by bending it to 
their will. Hitler was another. So 
were Napoleon, Tamerlane and 
Alexander the Great. All of them 
became focal points of history and 
acquired a degree of personal 
power that staggers the imagina- 
tion. Yet, after their deaths their 
empires fell apart. 

Nikita Krushchev’s tragedy is 
that he is a successor. He may 
strut all over Russia, playing the 
little father of his people; he may 
utter daring challenges to the 
West; he may drink himself full 
of courage and then insult even 
his supporters (as he recently did 
Tito), but he cannot fill the shoes 
of his predecessor who made the 
job so big and so awesome that 
no one in Russia today is able 
to take his place. 

Virtually the only means 
Krushchev has to maintain him- 
self in his job are those used by 
politicians anywhere: agility, flex- 
ibility, maneuvering between cliq- 
ues, playing one group against an- 
other, making expediency-dictated 
compromises and discrediting his 
opponents. But of the tremendous 
power which Stalin had at his 
finger tips and with which he 
could annihilate his mightiest op- 
ponent—there is no sign. 

But this much is clear—Soviet 
leadership today is intellectually 
bankrupt. There is no ideology 
left (for Marxism-Lenism as a 
doctrine is no longer important 
in the formation of Soviet policy) 
—they lack the missionary zeal 
which carried the original revo- 
lutionaries to the heights that 
stirred the people to great sacri- 
fice. In fact, they have lost con- 
tact with their people and exist 
today merely as the vested inter- 
est of a privileged bureaucracy, 
fighting to maintain its position. 

That alone, however, as history 
has shown time and again, has 
never been reason enough for any 
clique or class to succeed in stav- 
ing off its doom. And as Marx 
said in one of his most lucid 
moments, the seeds of doom are 
contained in the “in-fighting” of 
the ruling class. 


THE 

















The Trend of Events 









(Continued from page 504) 


otherwise occupies himself with 
public business not directly touch- 
ing fiscal policy —sound money,} 
pay-as-you-go, get out of debt.) 
But the circumstance of the Fi- 
nance Committee makeup hems) 
him in with politics-minded demo. 
cratic associates, and with repub- 
lican fellow-committmen who are 
not especially distinguished either! 
in the field of practical politics 
or of monetary matters. 

On the democratic side is Rob- 
ert S. Kerr of Oklahoma, an ovt- 
and-out politician who tried for} 
the presidency last year. Clinton 
P. Anderson of New Mexico, for- 
mer House member, former Ca>- 
inet member, is a party strategist 
of top rank. Paul Douglas of I i- 
nois, professor who has all the 
textbook material and tables 
needed to make any witness look 
good, or bad, as he decides. Also 
on the committee are Albert Gore 
of Tennessee, J. Allen Frear of 
Delaware, Russell B. Long of 
Louisiana, George A. Smathers 
of Florida. 

The republican side of the com- 
mittee comprises Edward Martin 
of Pennsylvania, John J. Williams 
of Delaware, Ralph E. Flanders 
of Vermont, George W. Malone of 
Nevada, Frank Carlson of Kan- 
sas, Wallace F. Bennett of Utah, 
William E. Jenner of Indiana. 
Each might rate the “‘conserva- 
tive” label and be most happy to 
wear it. Williams has made his 
mark as a Senator principally on 
his crusades against Federal tax 
loopholes and correcting “mis- 
takes” in administration of the 
tax law. Carlson was considered 
for Ike’s first Secretary of the 
Treasury. Malone and Jenner are 
GOP partisans who should be able 
to supply the political counter- 
irritant but are busy mending 
their political fences against un- 
friendly winds that are blowing. 

The inquiry isn’t attracting the 
notice it was expected to receive. 
It deals with a subject that is dif- 
ficult to dramatize; therefore, 
when a partisan Senator lambasts 
the White House or the Treasury, 
it received concentration of notice 
as the lone product of the study 

Meanwhile the Byrd Committee 
seems bent on demolition rathe) 
than constructive effort. —ENI 
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Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important — To Investors With $20,000 or More!) 


Wows investors are aiming for financial in- 
dependence . . . whether they hope to arrive at 
their goal in five, ten or | enty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality .. . for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In the coming months and years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
... With a host of new products, materials and 
techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense of 
less able competitors. TO YOU, as an investor, 
this adds up to an increased need for con- 
tinuing investment research and capable pro- 
fessional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unsually promising 1957 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obtainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes, considerably reducing the net cost 
to you.) 


Arnual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








be ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—se if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE Macazine oF WALL Street. A background of nearly fifty years of service. 


90 BROAD STREET 
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“| like a real cigarette — one | can really taste 
and thoroughly enjoy. That’s why Camels yy 
been my cigarette for nearly 15 years.” 


pln 


and Yacht Brokes. 
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R. J. Reynolds Tobacco Co., Winston-Salem, N 


HAVE A REAL CIGARETTE— 


Haven Camel 


Discover the difference between “just smoking’:..and Camels 


Taste the difference! 
There’s nothing like the 
good, rich, tobacco flavor 
of Camels. No fads or 
fancy stuff—simply the 
finest taste in smoking. 


Feel the difference! The 
exclusive Camel blend of 
quality tobaccos is un- 
equalled for smooth 
smoking. Camels are easy 
to get along with. 


Enjoy the difference! 
Have a real cigarette — 
have a Camel! More peo- 
ple today smoke Camels 
than any other brand. 
They’ve really got it! 
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